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PREFACE 

•The fact that the rate of discount charged at the Bank oU 
Ejiigfttnd fluctuates more often and more severely than the rate 
at any other of the: important banks of Europe led me to 
consider what*the causes of this instability might be. There 
are several ways in which the position of the English Money 
Market is different from that of any other country,, all which 
might have an influence in this direction. Among these are 
the constant liability to sudden and large demands for specie 
!or export, and the long-standing arrangement by which the 
whole specie reserve of the entire country is placed practically 
with one !)ank alone, the Bank of England, thus causing any 
demand of this character to centre there. These reasons are 
weight, but they appear hardly sufficient to account com- 
pletely for what has occurred. After endeavouring fruitlessly 
to find explanations among the ordinary conditions of business 
for the great fluctuations inf the rate of discount which have just 
been referred to as charactc^ristic of the London Money Market, 

I was led to investigate the quesyon whtther the legal obli- 
gations under whicl> the Bank of England carries on its 
operations could hav?. anything* •these fluctua^ns 

and consequently with thT'Vate of mt^/est chj^ged. 

No other bank, as will be explained fu^er on, carries oil 
its bu^,ess under similar conditions.^ banks on the con- 1 
tiilSit of Europe are conductecl/under strict tfidfiiiNiiricter 
ryles ^ fn some/\ays than those in, force at ^e Bank^ of 
England. Bil afncije of ih^^se banks *a^e there conditions 
at all corresponding to those imposed^y*the ActJ of 1844. ^ 

‘ To mak^jnis inveati^a||Q^ oyt thorou^Jy i^uired njuch 
pifrely^st^istic^ wprfcf on whiol^Lhawe now been engaged for 
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af long period. I put/ forward the resultfe, not as my. personal 
opinion, npr^as a criticism of the prinaple^ o^ which t|i^Bcgnik 
Act is founded, but as an analysis of what ha% occurred since 
that Act came into force. 

In carrying this work out, I have continued the investigation 
commenced by myself in 1873 whh a paper r^ad befol'e the 
EcdrfChfIc Section of the British Association at their meeting 
at Bradford in that year. This paper was » reprinted in the 
Journal of the Statistical So*ciety of London for December, 
1873, and afterwards published separately in 1874 under the 
title oi An Analysis of the Transactions of the Bank of England . 
fo^ the Years 1844-72. Since that date the connection bet^vegn 
the Money Markets of England and of Europe generally h^s 
become so much closer that it was needful to carry the inquiry 
further and to include some notice of the transactions of the 
Banks of prance and Germany. The results of this inquiry are 
given in the volume entitled Bank Rate in E 7 igland, Frajice^ and 
Germany, 1844-78, published by Effingham Wilson in 1880. 
Subsequent events again called my attention to the subject, and 
I read a paper on it under the heading of “ The Bank Acts of 
1844-5, 3.nd the Bank Rate,” before the Institute of Bankers, 
March 2nd, 1892. I reprinted this paper, in which the rates 
charged in Holland and in Belgium were also included, but as' 
it and my previous publications on the subject are now out 
of print, I have been led to investigate the subject again and 
have brought the inquiry down to jhc close of the nineteenth 
century. ( 

Thus this' investigation, which was begun originally as an 
analysis of the accounts of tke Bank of England, has gradually 
ext/nded itself till it includes not only rt^larks on the Money 
>farket of LqE(ion, but 01/ those oT r ranee, Germany, Holland, 
^nd Belgium. i\all tliese countries, as well as in our own, a 
very great devefoj^ent in the business of banking has taken 
place,^dflli«g\ the last half-century. . 

^ But whil\ business l^as extended itself v<!ri largely ‘among 
those countries, thfc .has not beeji accompanied with the same 
constant tend^icy to ftuctuution ^in the rateiof ( iscount as has 
bee[i the case in Xon’don, gorpj^x^the fluctc itjons been as 
jharp. 
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I have not thought it necessary ta include the wonderful 
grov^ of banking operations which has taken. place.in the^ 
Uni&a States*during the same period, because, although the 
growth in that country has b^n both proportionally and actually 
far farger t&an in Europe, and though the Money Market of 
4 ew*York is very closely ‘connected with that of London,^ yet 
he circumstances of banicing in the United States^^je so 
lifferent from ijiose which obtain in this country and on the 
ontinent of Europe that it did not seem^ possible to insti- 
ute ^y useful comparison between them, for the purposes for 
vhich fhis volume is written. These are to call attention to : 
rh^ increase needed in our specie reserve ; and the desirability 
)f maijgitaining greater stability in the rate of discount. 

To take the first point: — The increase needed • in *our 
jpecic reserve. Whilst the reserve which the Bank of 
England keeps is now smaller in proportion, to its own 
labilities than it was forty or fifty years ago, it is far smaller 
n proportion to the liabilities of the other banks in the 
United Kingdom at the present time than formerly. Besides 
being smaller, the reserve may be weaker because the amount 
Df specie required to be held against the note issues is relatively 
less. This follows from Clause V. of the Bank Act, 1844, 
which enacts that on the extinction of any portion of the note 
issue of the country banks of England and Wales an addition 
may be made to the issue of the Bank of England against 
securities to the extent of two-thirds of the amount of the 
country note issue cance^ilcd. The effect of this has been since 
1844 to increase the securities in the Issue Department of the 
Bank of England to the extent of *;^4, 175,000.^ Of this 
amount of secuiitie^, ;^3, 175^000 has been added sinci^ 1880. 
For an example of the -manner in /which this arrang^ent 
occasionally works exit, the figures of the Issue Department as 
given in the returns of end July, 1879, ®aod 12th November, 
are qu^tec . Tiie balance between ’the amount of notes 
issu^id, and^^^oce in the hands^^oC tiie* pub& Ts^erftered ajf 
•Notes” a|iong the assets of thd Backing feepartmeitt and 
forms the jgreaier ‘poripion •of the x&erve.of the Bank^of 
•England.^ f jhe gold hefeC against .these n^es in i8f9 and 
1902 -fs shbwn *Jvhich follow: — 
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fSsuE Department 

2nd 

Notes issued 

49,022,675 

Government d :^bt f. 




Other securities . , 

■ ' 3,984,900 



Gild coin and bulliorr 

- 34,022,675 



Silver bullion 

— 


;^ 49 , 022,675 


;f 49 , 02 ' 2 , 67 S 



12 f/i November^ 1902. 

Notes issued . 

jf 19,339,090 

Government debt . 

;^I 1,015, too 


f 

Other securities 

• 7,159,900 



Gold coin and bullion 

• 31* >^4,090 


^^49.339,090 


^^49,339,090 

Notes issued in 1879 

;£'49, 022,675 

Gold in 1879. 

X ;£' 34 ,° 22 , 67 s 

„ in 1902 

■ 49,339.090 

„ in 1902 . 

. 31,164,090 

Notes issued in 1902, 316,415 

Gold less in 1902 . 

• 2,858,585 

Gold less . ’ . 

• 2,858,51,5 

Securities in 1902 as com- 


^£■3, 1 75,000 

pared with 1879, more ;^3,t75,ooo 


It is to the reserve of the Bank of England that the other 
banks must have recourse in any time of pressure. The Directors 
of the Bank of England consider, no doubt, that the reserve 
they maintain is adequate to their own requirements, but it is,, 
only needful to compare it with the vast amount of banking 
deposits now held to see how entirely inadequate it is to be 
the reserve of all the banks of this country. Matters have 
gradually drifted into this position. The arrangement is an 
anomalous one,, but what we are concerned with now is not 
to discuss the manner ^in which it has arisen, but to consider 
how tbj existing system may be strengthen'd and improved. 

TKe next point is : The desirability of maintaining greater 
stability in the rate of discount. Great instability in the rate 
of discount is a yeVy prejudicial thing to the interests of 
commerce, and hence *^10 those of banking. Tl^ close 'Cbn-K 
'petition ^DefSfedn one country and another rej^rs it a, far 
greater danger to our businfess now than previo^usl)! A sup[)ly 
of capital at a fairly 16 ^ i:ate, and art a‘ratg wlfich may be 
expected to remam tokrably^constaltt) ^is as im*portanJt to trade 
cas a steady supply ’of food arid ^ofhfei^ necessaries *of*life to 
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everyojiej, and of th^ materials on which he operates to tiie 
niantfi^cturer. |ns^biyty in the rate •for mongy te^ids to^ 
render the resultib^of trade more uncertain than they othe^r* 
wise fvould be, and is sufi|cient even to prevent business 
enterprises from being entertained which otherwise miglft be 
carried out to the advantage of the country. The chapters 
which follow show how much more equable the rate o£ dis- 
count has been^at the Bank of France and at the Bank of 
Holland than in this countiy. Nearly the same may be 
said (if the rates in Belgium and in Germany, although in 
Germany a higher rate has been charged than in this country ; 
in the three other countries named the rates hive not only 
teen ipore equable, but they have been lower. 

In many ^ ways the position of matters is greatly •altered 
from what it was in the early years over which this inquiry 
has extended. Thus to take two directions only in which 
the reserve of the Bank of England and the fate in con- 
sequence is affected. The first is through the great* increase 
in the Scotch and Irish circulation. This increase causes 
larger demands on the reserve ; these fifty years ago were 
comparatively small, but are now of serious importance. The 
next is the great increase in the note circulation of the Bank 
pf England. Every bank note in the hands of the public, 
whether held by a banker or a private individual, means so 
much the less in the reserve of the Bank. It is doubtful 
whether, with the great growth in the use of cheques, a larger 
number of bank notes is really required, but the vast increase 
in the banking offices of the country, now about 6,700 — 
probably not more^than 1,000, If so many, in 1845 — itself 
causes a greater* number of notes of the^ Bank of England 
to be entered as “issued” at all times. These notes afe of 
necessity held by th^ banks in England an^*Wales as “till- 
money,” and they can scarcely be said be in circulation. 

ftese notef were in the Banking Def)anment at the Bank 
of Ftigland th?. reserve would be*1:ofisfderablyykrong§f“. The^ 
requirements for Bank of England dote^ now that the English 
country note issu^ is 'almost extingiiislie*d, thus help to increage 
the instability in the rate^f discount. •Th^followincripages 
.^will exflaifi* all th^^^t^fEaPters ffipre fully. 
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n have endeavoured in them to bring together main 
(^utlines of ^be facts hi the belief that tl^ ipformation^.chus 
supplied may lead to a clearer understanding of the subject 
generally. ‘And here I desire tc^ express the hope thact the 
large* mass of figures and tables with which many of the follow- 
ing tpages are filled will not deter artyone who desires to study 
the subject from entering on the investigation. Every effort 
has been taken to place the facts clearly before ,,the reader, and ' 
to express the calcuhitions on ^hich they are founded in as 
concise a form as possible. ^ 

Every table was worked out, week by week, and month by 
m'bnth, into a' series of yearly averages, in which form the book 
would have been published but for the doubt that this wouy have 
been too cumbersome for the general reader. The statement 
has therefore been brought out in groups, principally of ten 
years each. This method renders the main results more easily 
intelligible, but the absence of the yearly statements omits 
necessarily many points in detail which are not without interest 
to the student. The tables, however, as they stand show the 
history of what has occurred in a clear outline. 

Many more persons are interested in banking questions now 
than at any previous time, owing to the increase both in the 
numbers of the shareholders and of the customers of banks.. 
To all of these the questions dealt with in these pages are of 
interest, treating as they do, not only of the important subject 
of the banking reserve of the country, but of the severity ot 
the fluctuations in the rate of discount. 

In conclusion, I have to express my th?nks to the pro- 
prietors and the editor of the Bankers' Magazine for permission 
to employ again rpaterials which I had .wfirked on in that 
journal. I desire also to recognise •the help given me by 
many friends, especially those engaged in banking, who have 
assisted me in many ways and by valuable suggestions, for 
which I mo st cordially thaftk them. 

R. H. INGLiS PALGRAVe. 

f 

. Belton, near Great /armo^th, 

April, 



CONTENTS 



CHAPTER I 

INTR*0])UCTION 

Weekly Return of Bank of Knj^land continually studied, p. i— Important points in it omitted 
at present lime, pp. i 2- Tabic i ; Weekly Statements of the Liabilities and Assets of the 
I Bank of England, with full details, 7th September, 1844, and 1st JaniAry, 1848, pp. 2-J 

Table 2: Example of Returns published by order of Il(!<lses of Tarliament, uj^to 

twe»ty-livc years ago, on which this Analysis of Accounts of Bank of Enj^and is based, 
pp. 4-5 — Greater publicity .is to Accounts of Bank of England desirable, p. ^ More 
publicity given as to Accounts of other Banks now than formerly, less as to Bank 
of England, p. 7— -Note ciiculations ol Bank of England, Scotch and Irish Banks 
influence Reserve of Bank of England, p. 8— Important recent Events influencing 
Money Markets of Em ope and America, p. 9— Analysis of Transactions of Banks of 
France, Germany, Holland, and Belgium inclu<lcd, p. 9—Rates of Discount at these 
Banks, p. 9— T.iblo 3 : Annual Averages of Transactions of the Bank of J^ngland for 
the years 1844-1900, pp. 1 1 -1 5 . . • • - Pagts 


CHAPTOR 11 

THE PRINCIPAL DIVISIONS OF THE ACCOUNTS OF THE r>ANK OF ENGLAND 

The principal Divisions of the Accounts of the Bank of England are given in a series of 
annual averages, p. lO — Conimencement of Analysis of Table 3, p- i 7 — Capital of the 
Bank of England, p. 17— Notes issued. Specie and Securities in Issue Department, 
p. i7_Total Deposits and Bank IMst Bills, pp. 17-19— Private Deposits, p. 18— Effect of 
' Chincse-Jaiianesc Loan, 1895 -6, p. 18— Liabilities of the Bank, p. 19— The Reserve, 
p]). 19-20 — Proportion of Reset ve to T.i.ibilities, j). 20 — B.ankers’ Balances, pp. 20-22 
The Note Circulation, pp. 22-23— The Bankers’ Balances and the Reserve, pp. 23-27— 

The Clearing House- Stock Eflchange “ Settling” Days, p. 23— Bankers' Balances with 
Bank of England represent “ Till Money,” p. 23— Table showing Proportion of Reserve 
to Inabilities, and of Bankers’ Balances to Reserve, iS 46 - 77 > p. 24 Examination of this 
Table, p. 2 Deposits, etc., of the Bank during panks of 1857, 1866, and 1875, pp. 
24-25— Amounts of*“iplher L^eposits, Balances of I..ondon Bankers, Other Securities, 
and Reserve ” duriig’; lii^es of pressure i« 1875* 1878, and 1890, [). 25 The Bar^j Crisis, 
1890, p. 26 — The Other* Securities, their increase since 1^4, p. 27 — Bills Discounted, 
amount not known ik v, \). Mr. Thomson Hankoy on “ IJjUs” and “ Mortgages,” 
p. 29— Average of Com «uid Bullion, pp. 30-32— Issue Department, compelled by Act 
of 1844 to receive all GoU Bullion brought to it, p. 30^Bullion held sometimes larger 
In amount than Notes in circulaion, p]). 31-32— Average* Rate of Discount, p* 32— 
Divergence befvet Maik^t Kate and Bank Itete, 1845-1900, p. 32-,Table 4 ; Annual 
Averages of B^nk Rate and Market Rate, and^lifferenccs betweea them, ^ *6-33 

CHAPTEft 

THE BALANCES ^F THE K)NDOl^ BANKSRS^WITH THE BANK OF ENGLAJID 

Desirabilit)toof publishing informaUdPlf as to Balaaces.of Laadon ^^kers with Ba^, p. 34 
— Nf^ arkyiigement bet\^^t»e Bank •and Bankers as to manner of dealpig with 
Balyices, p. 34— TabW<?^nnual Av oy^ondon Bankers’ Balances with the Bank 





xii 


CONTENTS 


of England, 1844-77, p. 35 — DaVs when Bankers’ Balance^ exceeded the Reserve, 
1844-77, p. 36 — Growth of Bankers’ Balances unnoticed, p. 37 — Large part^'of 
Deposits et Banjc, ^'consists of Bankers* Balances, p. 37i-Derrability of publishi£]^ 
amounts held b/ Bankers with the Bank, in order to show of what thev Reserve reallji'^ 
ccLsists, p. 37 — Bank of England. Account for. the week ending Decembe* 26th, 
1877, showing Pfoportion of Reserve to Liabilities Li ordinary form, and after deducting 
Bankers’ Balances, p. 38— Bankers’ Balances cannot form part of Reserve of Bank of 
England and of other Banks as well, p. 39 — These Balances are the ultimate Reserve 
of ali Banks in the kingdom, p. 39— Practice of loaning out Reserves of Banks 
peculiar to this country, p. 39 — Bankers’ Balances with the Bank of England include^ 
among its Liabilities, pp. 39-41 — Periodic demands for money, p. 41 — Better 
arrangements with regard to Bankers’ Balances and the Reserve migh^ be made, p. 42 

Fa^is 34-43 


CHAPTER IV 

T:pE BALANCES QF THE LONDON BANKERS WITH THE RANK OF ENGLAND. 
HOW FAR THEY FORM AN EFFICIENT RESERVE 

( 

Correspondence between Lord Aldenham (Mr. H. II. Gd)bs) and TTofessor B. Price t>n 
the Bankas’ Balances, pp. 44-45 — Portion of Balances of Bankcis at l^he Bank of 
England only there for “safe custody,” pp. 45-46 — Normal and Abnormal Balances 
of Bankers, p. 45— Large part of Bankers’ Balances rather “Till Money” than Reserve, 
pp. 45-46 — Bankers’’ Balances should l*e entered under a sepaiate heading in accounts 
of the Bank, pp. 46-47 — Duty of the Bank; Protection of Reserve, p. 47 . 44-47 


CHAPTER V 

THE PUBLISHED RATE OF DISCOUNT OF THE ItANK OF ENGLAND 

Change made in 1878 as to the fixed Minimum Rate of Discount at tlu* Bank of EngLand, 
p. 48 — The Bank Rate down to 1839, p. 49 — The P>ank Rate between 1839 and 1844, 
p. 49 — “New System of Discounting” in 1844, p. 49 — Line taken by the Bank with 
regard to relative position of Market Rate to B.aiik R.ile in 1844, 1848, 1857, 1878, 
pp. 49-50 — Drawbacks to a published fixed Rate, p. 51- -Announcement by the Bank as 
to Rediscounting for BilI-Brokei.s, practice in 1878 and 1890, p. 51 — This unfavourable 
to quiet working of the Money Market, p, 52 — Banks on the Continent, Rediscount 
freely with Central Bank ; convenience of this arrangement, p. 52 — Bankers hardly 
Discount for their customers now so regularly as previouGy, pp. 52- 53— Development 
of Bill-Broking, pp, 52-54 ...... 48-54 


'CHAPTER VI 

THrt^ PUBLISHED RA^E OF DISCOUNT ’OF THE BAN^K 0^7 ENGLAND 
AND THE RESERVE 

The Published Rate of Bartk not so clear a guide to Market Rate as formerly, pp. 55-56 — 
Value of opinion of Bank Directors on fixing Rate, p. 57 — Constitution of Governing 
Body of Bank of England, pp! 57-58 — Mr. Bagehot’s remat ks thereon, p. 58— Continuity 
in management nettled, p. 58-^Bank shohid observe a sellliAi policy, p. ^58 — Constitu- 
tion of Body t»f Banl^ disj'ussed the Report of the SelectiCoui-nittee of thq^ 

House of Lords on Commercial Distre*ss, 1847-8, pp. 58-60 — “ W.mt of Permanence 
and of Consistency” in System of Government «f Bank commented ojp in that Report, 
p. 60 — Need of Authoritative p.^ 61 — ^Joint,Comi^ttee cejiresenting Bank and 

Lotiaon Bankers could fi&Rate, p. 6jt— Competition for Deposits liy ll^nks undesirable, 
p. 61 — Ulululy High R^ of Ijilerest on JDeposits can#e of danger, p. 62 — Filling the 
Rate an»^f keeping the Reserve should go tog^her, p. 4 -^^ctice of the 4 *ocia»ted 
Banks of New Yoik of publishing weekly^avenage of Reserve^^fN»i63 , . ^ 55*^3 



CONTENTS 


xiii 


CHAPTER Vlt 

DISCOUNTED AJTD AmPORARY ADVANCES*0F THE OF •feNGLAN^ 

Capin-i, of Bank of England 17^ millions, p. 64 — Deposits held by Bank ho^ 
en^loyed, p. 64— Division of Securities held by Bank into “ Government** and “ Other*’ 
Securities, pT 64— Mr. Thomson Hankey’s remarks on Investment of Deposits of ]^nk, 
p. 65 — Amount of Railway Dcljcntures, about 4 millions in 1^65, p. 65 — Fluctuations 
ifl the amount of Bills Discounted, p. 66 — Estimated amount of Bills in circulatjpn, 
including Foreign Bills, pp. 66-67-*-Influence of Bank of England on Discount Market* 
formerly greater than at present, p. 67 — Bills Discounted and “ Other ” Securities, p. 67 
— Discounters of Bills have recourse to Bank mainly in times of difficulty and pressure, 
p. 67 — Temporary Advances made by the Bank of Englagd indicate immediate wants of 
business, p. 67 — Fluctuations in Temporary Advances, pp. ^7-68 — Fluctuations from 
week to week, p. 68 — Influence of periods of pressure distinctly marked, p. 68 — Dcsir- 
abiliby of continuing information as to Bills Discounted and Temporary Advances from 
1875 onwards, p. 68 — Bank of England in same position as any other bank with regar^ 

• to its private business, p. 69 . . . . Pages 64-68 


CHAPTER VIII 

NOTE CIRCULATION OF THE BANK OF ENGLAND, BULLION HELD IN THE ISSUE 
DEPARTMENT, AND THE ENGLISH COUNTRY NOTE CIRCULATION 

Note Circulation of the Bank of England, Bullion held in the Issue Department, and the 
English Country Note Circulation. Description of Table 6, pp. 69-72 — Table 6 : 
Monthly Averages of Note Circulation of Bank of Pmgland 1845-1900, p. * 1 ^ — Table 7 : 
Monthly Averages of Bullion in the Issue Department i 845 -i 900 » P* 7 * — Increase in 
Note Circulation of the Bank of England, p. 72 — Bank of England Notes in circulation 
in London and the Provinces. These Notes take the place of lapsed Country 
Note Issues, p. 72 — Increase in Note Circulation compared with increase in Metallic 
Circuhtion, p. 72 — Mr. Nowmarch’s estimate of Metallic Circulation, p. 73 — Other 
estimates of this, p. 73 — Fluctuations in Bank Note Circulation. Times of diminution, 
1879-85 ; Times of increase, 1894-1900, p. 73 — Bank Act of 1844 intended to suppress 
English Country Note Circulation, p. 74 — Disadvantages of this, p. 74 — Composition 
of Circulation of Bank of England Notes, p. 74 — Table 8 : Monthly Averages of Eng- 
lish Country Note Circulation, 1845-1900, p. 75 — Increase in use of smaller Notes, 
p. 76 — Bullion held by Bank, p. 76 — Increase in Bullion held, p. 76 — Proportion of 
Annual Average of Bulliun and Annual Average of Banking Liabilities, p. 76 — Propor- 
tion of Bullion held to Deposil*^and Circulation, pp. 76-78— Relation between Bullion 
held and Bank Rate, p. 76 — Table 9 : Showing composition of Bank of England Note 
Circulation, 1856-76, p. 77 — Strength of the Bank dependent on Proportion borne by 
Specie to Total Liabilities, p. 78 — Proportion smaller tin 1900 than in 1894, p. 78 — 

— Separation of Issue. Department from Banking Department ; some Jesuits of this, 
p. 78— Sil\ei Bullion formerly held b)i the Bank, p. 78 — Question as to deftirability 
of the Bank again lioldTng Silver Bullion in connection wTth low quotation for Indian 
Exchanges, p. 79 — Silv'^r mof»j distinctly “money” in Europe ^n 1844 than at present, 
p. 79— Table lO; Annual Averages of Silver Bullion held i» Issue Department of 
Bank of England, and proportion of the same to the, Gold Bullion and Coin held 
during the years 1844-53 and in 1860-61, p. 80 . .* 69-801 

CHAPTER* IX 

THE RESERVE AND THE LIARILITIE^ OF THE ILANK OF ENGLAI^ 

* * 

Proportion of S}iecie#to Lrabilirtt;.s at the Bankf o^ France, Germany, Holland, an 4 
Belgium, pp. 81-8^ — Table ii : ^•nthly Averages of^Liabil^cs and Reservaiof the 
Bank oflE^ngland, i8d»;-^Q00. j te . 82-83— DivisioA of Bank offengland AccoSni into 
Issue Department and Ban^tingDepartment, p. 84 — Reserve of Notes represents greater * 



XIV 


CONTENTS 


p^t of Specie at command of the^-Bank, p. 84— Reserve of Bank smaller than Coin and 
Bullion held, p. 84— Fluctuations in the proportion of the Reserve to the LiabiKties, 
pp. 84-^5— Despq)tion of TabL ii, pp. 84-85— Comparic.on of Table 11 with Tablt^ro 
^ (Monthly Aveiciges of Minimum Rate of Discount at Bank of England^ and with Ta^e 
5^7 ftnd Table 38, p. 85 — Summary of proportion of Reserve to Liabilities between 18^5- 
1900, p. 86— Number of Variations in the Ratepf Discount between 1^5-1900, j/. 86 
— M^an of the Extreme Variations between 1845 and 1900, p. 86— Years Vith greatest 
Fluctuations in the Rate, 1845-1900, p. 87— Difference between Rate in Highest and 
Lo^vest Month and Mean of Extreme Variations, "1845-1900, p. 87— Proportion of 
' Reserve to Liabilities connected in general way with fluctuations in the Rate charged, 

P* — Average Rate for each month during the fifty-six years, 1845-1900, p. 88 — 

Proportion of Reserve to Liabilities at three dates of sharp pressure, 1847, 1857, and 
1866, p. 89 — Act of 1844 ooly infringed in i857> p. 89 — Particulars of what occurred 
in these crises and also ,’n 1890, pp. 89-90- Low Bank Reserve accompanied by a 
High Rate of Interest, p. 90 — General Averages of the ^proportions of Reserve to 
Liabilities and of London Bankers’ Balances to Reserve when rates specified - were 
charged, 1844-78, p. 90 — Act to Indemnify Bank of England for excess issue over 
limit allowed in Bank Act, 1844, 1857, pp. 91-93 -Bill proposed by Lord Sherbrooke 
(Me. Lowe) in 1873 to allow excess issue, pp. 93-94 . . . Pages 81-94 

CHAPTER X 

VARIATIONS IN THE RATE CHARCED BY THE BANK OF ENGLAND 
FROM 1844-1900 

The Rate of Discount a valuable index to tlie fluctuations in die Money Market, p. 95 — 
Description of Table 12, pp. 95-9^ — Descrijition of Table 13, pp. 96-103 — This 
Table and Tables 12, 14, 37, and 38, giving details as to Rate charged, form chart showing 
course of market value of money, p. 96 — Great difference in the course of business 
between one year and another, p. 96 — Variations in Rate in different years, pp. 96-101 
— Table 12: Monthly Averages of Minimum Rate of Discount of Bank of England, 

P* 97 — Table 13: Table of Changes in the Rate of Discount charged 
by the Bank of England, and the Number of Days at each Rate, in each year, 1844- 
1900, pp. 98-99 — Table 14: Bank of England Rates of Discount, 1844-1900. The 
number of days at each Rate arranged from the highest number to the smallest, and 
also from the lowest Rate to the highest, p. 100-— Facts shown in Table 13 brought 
tc^ether for reference in Table 14, p. loi — Summary of examination of Tables of Rates, 
pp. 101-103— A Low Rate prevalent before 1854; High Rates more freipient latterly, 
p. 102 — Effect of Chinese-Japanese War indemnity (1895 -96) 011 the value of money, 
p. 103 — The vast growth of loanable capital in the country renders it more difficult for 
the Bank to maintain the needed hold over the Maivtet, pp. 103-104 — Deposits of 
Banks and amount of Reserve of Bank of England, p. 104 — The fluctuations in the 
Rates charged by the other Banks of Europe, p. 105 . . . . 95-105 

CHAPTER XI 

SOME OF THE CAUFES WHICH INFLUENCE THE RATE OF INTEREST 
CHARGED BY THE BANK OF ENGLAND 
Relation between the Reserve of the Bank of England and the current Rate of Interest, 
p. 106 — Tendency towards lojyer rates for money during the last thirty-six years, p. 106 
—Average Rates for groups of years, 1845-54, 1895-1900, pp. 106-107— Influence of the 
different seasons Qi the year on the E'lucouations of the Rat^ and on buji'ness generally 
p. loy-^J^psiness acfiwty at certain seasons of the yeat, p. 107 — Periodic increases of 
Scotch circulation, p. 107 — Particulars 0/ Scotch circulation in ^ 3 ay, June, October^ 
November, and December for 1897-1900, pp. , 107-109— The most important causes of 
increased Scotch Note Issues <ri^May and Navember, p. ic^ — Reference to monthly 
ffuctuations in the Rafkat Banks of France, Germany,' Holland, i.id Belgium, p. 1 10 
— Coni^ction between^ ^eman((,s made account of Jrish and Scotch Note Circulation « 

and the Liabilities and‘^x<eserve of the'Bank, p-^iio — Mr5;J'Jegn'-lin (1856) on tl^nf^pence 
of the Scotch and Irish Circulation on the B^nk of England Reserve, p. no?’ . 106-111 



CONTENTS 


XV 


CHAPTER XII^ 

THJi bCUXU^ AND IRISH NOTE CIRCULATION • 

luctUOToas 19 the Irish and Scotch Note Circulation, and connection between this and the i 
Bankibf Englan(^ Reserve, p. II2— Incrfise of Scotch and Irish Note Ciraulation since 
p. 112 — Table 17 arranged to show the influence of the circulation on the Reserv^of 
the Bank, pp. I12-I13 — Dr. Charles Gairdner on the principle by which the holding of 
speeie is regulated, pp. 113-115— Thfc Reserve of the Bank of England the only source 
from which to drftw specie, p. 115 — 'Jhe specie held not a special security, but an asset 
agairfst general liabilities, p. 1 15— Fixed Issues of the Scotch Banks, 1845-1900, p. Ii^— 
Fixed Issues of the Irish Banks, 1845-1900, p. n 5— Summary Tables, Scotch and Irish 
Note Circulation anti Specie held, p. 116 — Clauses of the Bank Act of 1845 which 
regulate the holding of specie against the excess Issue in Ireland aiyi Scotland, pp. 1 16-1 17 
—Table 15: Monthly Averages of Note Circulation and of Gold and Silver Coin held in 
Scotland from 1845-1900, pp. ii8-i20~Table 16: Monthly Averages of Note Circula- 
tion and of Gold and Silver Coin held in Ireland from 1845-1900, pp. 121-123 — Tabl 
ty ; Monthly Averages of Rate of Discount'at the Bank of England an(f of Note Circu- 
lation and Gold and Silver Coin held in Scotland and Ireland, PP- 124-131 • 

* Pa,^es H2-: 


CHAPTER XIII 

RETURNS OF THE LONDON BANKERS* CLEARING HOUSE 

*he Returns of the London Itanker.s’ Clearing House a .source of infopnatioii as to 
business activity in the country, p. 132— Talde 18: Monthly Averages of London 
Bankers’ Clearing IIou^c Returns, 1868-1900, p. 133 — Comparison of, Monthly 
Averages and Annual Aveniges, p. 134 — Variations of Turnover of Clearing House have 
diminished, while those of the Rate of Discount have increased, p. 134— Totals for 
1868-1900, p. 134 -Fluctuations in the Clearing House Returns show no correspon- 
dence with those of the Rate at the Bank of England, p. 135— Months of Highest 
Rates at the Banks of England, France, Germany, Holland, and Belgium, compared 
with Clearing House Returns, pp. i35-i36~Monlhs of Maximum Note Circulation 
in Scotland and Ireland, p. 1 36— Transactions of the Clearing House earlier than 1868, 
p. 436— Table 19: Export.s and Imports, Clearing House Returns, and total Bank Note 
Circulation, years 1861, 1871, 1881, 1891, and 1900, p. 137 • • • I 32 -I 37 


CHAPTER XIV 

TI^: AUTUMNAL DRAIN 

'he Autumnal Drain takes its origin from the requirements of the season, p. 138 — Table 
20 : Statement showing the Autumnal Movements in Gold and Silver Coin held by the 
Bank of Englaiui, 1884-1900, p. 138 — Influence of the Bank Acts of 1844-5 o** the 
Autumnal Drain, p. i39^Gold taken from the Reserve of the Bank of Engl^^d as 
basis of Note i.irculatTon ill, Scotland aml Treland, p. 139— Examples of this and large 
proportion of amount drawn froju Bank during the Autumnal Drain on account of re- 
quirements of Acts of 1844-^ p. 139— Effect of this movement on the Bank Rate, p, 139 

08-139 


:hapter XV 

VARIATIOiLS IN THE RATF CHARGED BY THE BANI4 OF FRANCE 

It • • • • 

FROM 1844-1960 

• • 

Reasons tor selecting 18^4 as the starting-poi^t of these ii^^igations, p. 140— Organisa- 
tion of Bank of Franc^, pp. •141-^43— 'Rible 21 : Momlvly Averages of Minimum Rate , 
^ of Discount of Bank^f h'rance from 1^45-1900, p. 142 — Numl)el of Branches, P#143 
— Description of the businest of tht Bank of Fraflce, pp. i4;^i48\Table 22 : Changes 
in the ftate trf Discount charirefT^v the B^k of France, and the number of days at 



XVI 


CONTENTS 


ceach Rate in each year, 1844^900, pp. 144-145— Table 23 : Bank of France Rate of 
Discount, 1844-1900. The number of days at each Rate, arranged from the< 4 iighest 
lumber to the ^.mallest, and ^rom the lowest rate to t^e highest, p. 146 — Managj^p^ent 
)f the Busiueb in times of difficulty, p. 148 — Assistance given to England durinpithe 
faring Crisis, p. 148 — Other Banks in France, pp. 148-149— Difference between Bilking 
n England and in France, pp. 148-149— Differ ence between number apd extent o8^aria* 
i9ns in the Rate in England and in France, pp. 150-151 — Comparisons ffom 1890-1900, 

>. 1 5 1— Comparison of Rates in years 1847, 1857, 1866, and 1890, p. 1 52— Reserve in 
he Precious Metals at the Bank of France, p. 152 — Table 24: Gold and Silver held 
»y the Bank of France, 1877-1900, p. 153 . * . . « , Pagts 140-153 

CHAPTER XVI 

VARIATIONS IN THE RATE CHARGED IJY THE IMPERIAL RANK OF GERMANY 
FROM 1844-1900 

Origin of the Bank of Germany, p. 155 — ^Table 25 : Monthly Averages of Minimum,l<.ate of 
Discount of the Bank of Germany, 1845-1900, p. 156 — Tabic 26 : Changes in the Rate of 
Discount charged by the Bank of Germany, and the number of days at each Rate in each 
rear, 1844-1900, p. l5f-*-The Bank of Germany, like the Bank of France, under the con* 
trol of the State, p. 158 — Table 27 : Bank of Germany Rate of Discount, 1844-1900. 

The number of days at each Rate, arranged from the highest number to the smallest, 
and from the lowest Rale to the highest, p. 158— German Bank Acts oT 1875 and 1899, 
pp. 158-159 — Supervision and Direction of the Bank of Germany, p. 1 59— The supreme 
control over the Bank exercised by the Chancellor of the Empire, ]). 159 — Number 
of Branches, p. 160 — Number of alt..rations in the Rale of Discount compared with 
England and France, p. 160 — Disturbances caused by Gold Currency introduced into 
Germany in 1872, p. 160 — Banking more developed in Geimany than m France, p. 160 
— Other Banks in Germany, p. 160 — Business carried on by the Bank of Germany com- 
pared with that carried on by the Bank of France and by the Bank of England, p. 160 — 
Comparison of Bills discounted in France and Germany, pp. 160-16 1 — Business of the 
Bank of Germany in Current Accounts (Gir«-Verkchr), and transmitting money from 
one part of the country to another, p. 161 — Note Circulation, pp. 162-166 — Limit of 
the authorised Note Issue, pp. 162-163 — Tax on the Excess Issue, p. 163 — Differ- 
ence between this system and the system in England, p. 163 — Dangers of the English 
system observed by German Legislators, p. 163 — Different place taken in business matters 
by the Note Circulation in Germany to that taken by the Note Circulation in England, 
pp. 163-164 — Development of the Note Circulation, p. 164 — P'urther comparison of 
Note Issues in Germany and Engkand, p. 166 — Three Limitations on the Note Issue 
of the Bank of Germany, (i) the Legal Limit, (2) the tax of 5 per cent, on the excess 
issue, (3) the requirement that one-third of the issite should be held in cash, p. 166 
— Discount of Bills by Bank of Germany, p, 166 — Foreign Bills held, p. 167 — Pro- 
portion of these on England, p. 167 — Inland and Foreign Bill? held by Bank, p. 167 
— Fluidity of Securities held by Bank, p. 167 — Specie held by the Bank, p. 168 — 
Table 28: Coin and Bullion, 1876-1900, p. 168 — Table 29: Annual Averages of Note 
Circu’ition, 1876-1900, p. 169 — Occasions when the Note ^Issue exceeded the Legal 
Limit, the Dates of these, and the Duty on the Excess, pp. ^69-171 — Rate at the Bank 
of Germany complied with the Banks of England, ^'rance, Holland, and Belgium, 
p. 171 — Tax on Excess Issues, p. 172 — Proposal to adopt^n England an arrangement 
similar to that in Germany as to exceeding authorised circulation, p. 172 — Bill brought 
foiMrard by Lord Sherbrooke in 1873, p. 172 — Injurious effect of High Rates of 
Interest on Trade, p. 173 .... . . vs . . 

‘'GHAl^TER XVII 

‘ VARIATIONS IN THE RATlt CHARGED BY THE BANK OF HOLLAND 
« ^ * 

FCOM 1844- 1 9C^ ‘ 

History of Bank of Holhnd, pp. 174-175 — President and Secretary ajjf)^>ointed by the Crown, 
p. I J4— System of wlana^ernent,*p. {75 — Branch (Rotterdam), Agencies,- ^md Corres- 
pondents, p. 175 — Business of Bank of Holland, pp. 175-176— Law of 7thAugult, 1888, 



CONTENTS 


XVII 


allows the Bank to buy Bills ^jayable abroad, p. 176— C^ipital and Reserve, p. I76--Bill*^ 
passed (1^84) to Protect Stock of Gold, p. 176— Holland regards it a duty of the Govern- 
^meiA endeavour to prevent the^tandard of Value which it imposes on i^spsubjectS from 
flu^ating, p. I77-T.-The Bank of Holland principally a Bank of Discount, 177 — Rate 
of iXcouni at Bank of Holland lower than at any other of the great Banks of Europe, 
p. ^77— Variadons in the Rate of Disct^int compared with those at other European 
Banks, p. 177 — Table 30: Monthly Averages of Minimum Rate of Discount of Bank 
of Holland from 1845-1900, p. 178 — Table 31 : Changes in the Rate of Discount 
chaPged by the Bank of Holland anti the number of days at each Rate in each year? 
1844-J1900, p. 179 — Table 32*. Bank*of Holland, Rale of Discount, 1844-1900. 'Jhe 
number of days at each Rate, arranged from the highest number to the smallest, and 
arranged from the lowest rate to the highest, p. 180 . . . Pag-es 174-180 

CHAPTER XVIII 

^^RIATIONS IN THE RATE CHARGED P.Y THE BANK OF BELGIUM 
FROM 1851-1900 

irection of Bank of Belgium, pp, 181-182 — Goveinor and Deputy-Governor appointed b^ 
the King, pp. 181-182 — Branch (Antwerp) and Discount Offices, pp. 182-183*— Business 
of Baiik In Commercial Paper and Bills, pp. 182-183 — The Country Discount Offices 
Private Partnerships, responsible for the business they cany on, p. 183 — Fluctuations in 
the Kate of Discount compared with those at the Banks of Holland and France, p. 184 
- -Specie Reserve of Bank of Belgium comparatively small, p. 184 — Bills Discounted, 
p. 185 —Large Propoition of Bills o’, other Countries hehl, p. 185 — Average Note 
Circulation, p. 185 — Rate of Discount compared with that at Banks* of England, 
p'rance, Germany, and Holland, ])j). 185-186— Large TVoporlion of Days at Low Rates, 
pp. l85-i86“Corni)aratively snudl number of hduetualions in Rate, p. 186 — I'able 33: 
Monthly Averages of Minimum Kate of Di - )unt of Bank of Belgium from 1851- 1900, 
p. 187 — Tabic 34- Changes in the Kate of Discount charged by Bank of Belgium 
and the number of days at each Kate in each yeai, 1851-1900, p. 188 — Table 35: Bank 
cf Belgium Rate of Discount, 1851-1900. The number of days at each Rate arranged 
from the higliest number to the smallest, and arranged from the lowest rate to the 
highest, p. 189 ....... 181-189 


' CHAPTER XIX 

THE FLUCTUATIONS IN THE RATE OF THE BANK OF ENGLAND 
COMPARED WITH OTHER BUSINESS FLUCTUATIONS 

luctuations of the Rate at Bank of Jingland, severity of these compared with the fluctua- 
tions at Banks of France, Germany, Holland and Belgium, pp. 191-194 — Table 36: 
Summary of P'luctuations, Rates of Discount, Banks of England, France, Germany, Hol- 
land, and Belgium, Note Ciiculation Bank of England, Bullion in Issue Department, 
Liabilities and Reserve^ English Country Note Circulation, London Bankers’ Clearing 
House Returns, Scotch andUrishNoteCiiculation, and Specie held, 1845-1900, pp. 192-193 
— Fluctuations in Lon-don Bankers’ Clearing House Returns, 194 — Bank of England 

Note and English Country I^otc Circulation, p. 194 — Scotch and Irish Note Circulation, 
Fluctuations compared vvuh B.ink Rate, p. 194 — Causes which* lead to Severity of 
Fluctuations in England, p *95- -Table 37: Number of variations m Rates of Discount 
of Banka of England, P’rance, Germany, Holland, Belgium, lS44*-i900, p. 196 — Table 38: 
Lowest and Higb^t Rate charged, and extent of Fluctuation jof the same Banks during 
year from 1844 to 1900, 197 — Table 39; lumber and extent of Afinual Fluctua- 

tion:;(J[n Rate o^’ the same Banks from 1844 to 119JD groifped*together,’so as to shA«t**the<i 
e:^U nt of the Fluctuations and the number of years ^ which these P'luctuations occurred, 
*p. 198 — Demands un Reserve of Bank of England, p. 1^98 — Division of Issue Depart- 
ment and Banking D^artment S9;)arates»tKe resources of the Bank into two parts, and 
causes demand to fa^ on the smaller^ p. 198 — Regiflations of Act of 1844 compel 
purchase oJ^Standard Gold^whelh^^ needed or ifbt, p. i9gF-^his\iay lead at times to 
utmecessiti^ t^cumulation of SjfJ^eie and consequent Low Rates, p. 199^— Deficiency 
of Fluidity in Securities of Bank of E’^^land, 199 — Bills Discounted and Short 



CONTENTS 


xviii 

♦Loans at the Bank of England, p. 199— Influence of Bapk of England over Market 
formerly greater than now, p. 199 — Balance Sheet of Bank of England compared with 
those «of the ^ther Banks, p. *1200— Capital of Bank of ^England compared with tlfi>|^ of ^ 

^ the other BSnks mentioned, p. 200— Investments of the Banks compared, p. 

Arrangements which assist other Banks to avoid the Fluctuations in Rate «»f Dis^unt 
and the constant changes occurring at Bank of®England, p. 202 . r . Pa^s j 90-202 

CHAPTER XX 

SOME REMARKS ON THE RATE OF DISCOIJNT OF THE BANKS OF ENgCaND, 

^ FRANCE, GERMANY, HOLLAND, AND BELGIUM ' 

Some remaiks on the Rate of Discount of Banks of England, France, Germany, 
Holland, and Belgium. Number of days at each rate compared, pp. 203-210— 

Table 40: Balance Sheets'^ of Banks of England, France, Germany, Holland, and 
Belgium comjjared, pp. 206-207— For last twenty-five years the Rate lower in Paris 
than in London, p. 209 — Table 41 : Rate of Discount of Banks of England, France, 
Germany, and Holland, 1844-1900, and Belgium, 1S51-1900. Number of days at each 
rate arranged from lowest rate to liighest, arul proportion per mii/e at each Rate, p. 209- - 
^Tendency to greater Variations and number of Fluctuations to be expected, p. 210 
Foreign money in England and English capital abroad, pj). 210-212 Tal^e 42: 
Average Minimum Rate of Discount charged by Banks of England, France, Germany, 
and Holland for years 1845-1900, and Belgium for years 1851-1900, showing average 
for the groups of years and for the whole period, ]>. 210 — Table 43: \cars in which no 
change took place in the Rate of Discount of Banks of England, France, Germany, 
Holland, and. Belgium, 1844-11)00, p. 21 1— Bonds of Foreign Governments fiequenlly 
held in England, ]i. 212- Foreign Bills scarcely held, ]*. 212- Arrangements by which 
Foreign , Banks meet demands arising from adverse exchanges, p. 212 — Demand for 
Gold for Export, pp. 212-213— Our Kxpoits and Tniporls com}>ared, p]). 213 214— 

Table 44: Foreign Trade of United Kingdom (1861-1900), Imports and E\j)orts, and 
London Clearing House Returns (t<jtals at intervals of ten years), p. 213 Need of 
a strong Bullion Reserve, p. 215 — Advantaged of London Money Market being the 
point where many monetary transactions arc c.inied on, and that this country is so 
largely the Clearing House ol the World, j). 215— Disadvantages to business in this 
country of sudden and great Fluctuations in Rate of Discount, ]). 216— Supply ol 
Loanable Capital at moderate rates impvorlant to Tia<lc, p. 2 ib— Table 45: Avevsege 
Monthly Discount Rate, with proportion of each month to Annual Average Rale, 
1845-1900, at Banks of England, France, Gcimany, and Holland, Belgium 1851-1900, 
and London Bankers’ Clearing House Returns 1868-1900, p. 216 . - 203-216 

CHAPTER XKI 

CONCLUSION 

Fluctuations observed at certain periods in Bankers’ Balances when these were made public, 
p. 217 — Reasons for these, pp‘. 217-218 — Great increase of Banking business in the United 
Kin^om,<^p. 218 — Relation of Reserve to Current Rate el Interest charged, p. 218 
— I^uence of the Foreign Exchanges ofi Bank Rate, 219 — Influence of Bank 
of England on the Money Market, j). 219 — Relation of proportion of Reserve to 
Liabilities, influenci of this and of demands on Reserve connected with Scotch and 
Irish Note Circulafion on Rate of Interest charged, p. 21^ — Increase of Money in the 
country between 1851 pd 1900 and of Banking Deposits, pp. 219-220— Estimate of 
Banking Deposits at present time, p. 220 — Increase of Specie Reserves of Banks, p. 220 
Increase of Securities in Issue Department of Bank of England caused by operatioifSat • 
B'?ci.’Act of 1844, ‘p. 220— CLases of iAct of 1844 sanctioning ^ his, v»P- 22i-222^The 
composition of the Reserve of Bank may be thus altered, p. 223— Example of \ljis, 
p. 224— Competition in busiiytss between this country and other, countries now greatei^ 
than ever before, p. 225— iJloie pcHi^erful nieajis of n^eting demands on Specie Reserve 
needed, p. 225 — Greater stabilJty desirable for^oney Market of^this country, p. 225 
Need of Agreemenjfbetwccw Banks at, to a sufficiefiL Specie. Reserve, pp. 221C-226 . 2I7~526 



LIST OF TABLES 


TABLE I. 

PACK 

•Weekly Statement nf the Liabilities and xAsscls of the Bank of England, with full details, % 
7th«September, 1844, and ist January, 1848 * . . ^ . . . 2-3 

TABLE 2. 

An Account of Bank*Notcs of the Bank of England held by the Bublic, and of Bank 
Notes ()<■ Ihe Bank of England held in Reserve by the Bank of England ; also, of the 
Kates o1 Exchange belween T^ondon, Paris, Ilatnburgh, and Ainsterdain ; also, of the 
Total Amount of Bullion ; ,dso, of th<. Minimum Rale of Interest charged by the 
Bank of England ; also, of the Total Amount of BilL Discounted ; also, of the Total 
Amount of Temporary Adv.inces ; also, of the Total Amount of Dejiosils, includiiag the 
Balances on the account of the Excheijuei, and the Ihilances held on account of the 
London Bankers from (he last day of each weeU from the 7lh September, 1844, to the 
latest (late of (he ycai, both Days inclusive . . . ... 4-5 

TABLE 3. 

Anneal Averages of the Transactions of the Bank of England for the Years 1844- 1900 

TABLE 4. 

Annual Averages of Bank Rate and of Market Rate lligh-Class Bills for the years 
1845-1 QtJO, showing when the Market Rale wai above or below the Bank Rale . . 33 

TABLE 5. 

, />nnual Averages of London Bankers’ Balances with the Bank of England, 1844-1877 . 35 

• 

* % TABLE 6. 

Monthly Averages of Note CircuWjioTi of Bank of England, from i8?5-igoo, in groups of 
Ten Years, i8-;5-54, 1855-64, 1^65-74, 1875-84, 1885-94, anj of Six Years, 
1895-1900, with Summary lab^c, 1845-1900 . . • . . . 70 

TABLE 7 - 

\verages of Elullio i in ih'l Issue Departmen* of the Bank of Engtand, from 
1845-1 divide'l -.nto j^oups of 'Ten Years, i84f-5^,1655-t64, 1865-74, i875-8fiff 
^1885-^7^, and of Six Years, 1895-1900, with Summary ^Table, 1845-1900 . -71 


•ABfeE 8. 

Moi^hly Averages of Counfty Note Circuij:ti( 5 h, England, from in groups 0^ 

Ten Years, l8.g^4, 1855-64, i»65-H?i 875-84^1885-94,* and of Six Years, 1895-1900, 
*with Summary T«ble, 1845-1900. 


75 



XX 


LIST OF TABLES ' 


^ TABLE 9. 

• PAGE 

Table shqwing Coijaposition of Bank of England Note Cirtfulation. Divided accordirfg to 

' the Denomination of the Notes in Hands of the Public from 1856 to 1876, the Pajjst o 
date to which this information can be given 7 

• 

, TABLE 10. ' ' 

Silver Bullion held by the Bank of England 1844-53, 1860-61. Annual Averages of Silver 
Bullion held in the Issue Department of the Banlc of England and Proportion of ?he 
Same to the Gold Bullion and Coin held during the Years 1844-53 1860-61 . 80 

TABLE II. a 

Monthly Averages of Liabilities and Reserve of the Bank of England, 1845-1900, in groups 
of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of Six Years, 
1895-1900, with Summary Table, 1845-1900 . , ^9 82-83 

TABLE 12. 

Monthly Avei;^ges of Minimum Rate of Discount of Bank of England 1845-1900, in • 
groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 18S5-94, and of Six- 1 '’ears, ^ 
1895-1900, with Summary Table, 1845 -1900 . . . ^ . . . 97 

TABLE 13. 

Changes in the Rate of Discount cliarged by <he Bank of England, and the Number of 
Days at each Rate in each Year, since 5th September, 1844 (when the Bank Act came 
into operation), to 31st December, 1900 ..... 98-99 

TABLE 14. 

Bank of England — Rate of Discount — 1844-1900. The Number of Days at each Rale, 
arranged from the highest number to the smallest, ancl the Number of Days at each Rate, 
arranged from the lowest rate to the highest . . . . . 100 

TABLE 15. 

Monthly Averages of Note Circulation and of Gold and Silver Com held in ScotlmAl, 
1845-1900, in groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, 
and of Six Years, 1895-1900, with Summary Tabic, 1845-1900. (The returns of the 
specie held commence in 1846) ...... 118-120 

a 

TABLE 16. 

Monthly Averages of Note Circulation and of Gold and Silver Coin held in Ireland, 
1845-1900, in Groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, 
and of Siy Years, 1895-1900, with Summary Table, 1845-1900. (The returns of the 
specii^ held commence in 1846) , k . ^ . . 121-123 

TABLE 17. ' 

Monthly Averages of Rate of Discount at the Bank of England, and of Note Circulation, 
and of Gold and Silve. Loin held, in Scotland and in Ireland, 1845-1900, in groups 
of Ten Years, 1845-54, 1^55^64,^ 1865-74, 1875-84^ 1885-94, ^nd of Six Years, 
1895-1900, with^S^mmary Tabic, 1845-1900, arranged from the smallest to the lar^ti 
ligures. (The returns of ..he ^peqie iield both in Scotland and €rela*Kl comment^* with 
the year 1846) . ... . . • ,';^24-i3^i 

< TABLE 18. . ‘ 

Monthly Averages of,- Lon'^on Banker?.’ Clearing Fouse Returns" 1868-1900, in groups* 
of Seven Years, 1868-74; Ten Years, 1875-84; Years, 1885-94; ^nCi Six Years, 
1895-1900; with Summary Table, 1868-1900 . .... IJ3 



LlSl Ut lABLEiy 


XXI 


TABLE 19. 

• * PAGE 

Exports Imports of United Kingdom, Amounts passed through the London Bankers’ 
CleaHi^ House, and the Total ^nk Note Circulation of all the Issuing*Banks iif the 
Unit^ Kingdom for«the years 1861, 1871, 1881, 1891, and 1900 . * . . 


TABLE 20. 

StatemQpt showing the Autumnal Movements in Gold and vSilvcr C<Jin held by the Bank 
of England for thi» years 1 881-1900 -jDCginning of September to about the middle of* , 
Novcirfbcr in each year . . . . . , t. 138 


TABLE 21. 

Monthly Averages of Minimum Rate of Discount of Bank of France, 1845-1900, in 
groupsfif Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of Six Years, 
1895-1900, with Summary Table, 184 5-1 goo . . . . . 142 


TABLE 22. 

Changes in the Rate of Discount charged by the Bank of France, and the Numlyr 
Davs at Each R*atc in Each Year, since the 5th September, 1844 (when the Bank 
Act came into operation in England), to 3ibt December, 1900 . . . I 44 -U 5 


TABLE 23. 

Bank of France — Rate of Discount — 1844-1900. The Number of Days at eagh Rate, 
arranged from the highest number to the smallest ; and the Number of Days at each 
Rate, arranged from the lowest rate to the highest . . . . . 146 


TABLE 24. 

Gold and Silver held by the Bank of France, 1877-1900. — AUoraiions in amounts of Gold 
and Silver held from D' cember 31st, 1877, to December 31st, 1900; the year 1877 is 
• as the slarting-poinl, being the earliest from which the Statement can be carried 

on continuously . . . . . • • • * 53 


TABLE 25. 

Monthly Averages of Minimum Rale of Discount of Bank of Germany, 1845-1900, in 
groups of Ten Years, 1845-54, 1855 -64, 1865-74, 1875-84, 1885-94, and of Six Years, 
1895-1900, with Summary Table, 1845-1900 . . . . . 156 

TABLE 26. 

Changes in the Rate of Discount charged by the Bank of Germany, and the Number of 
Days ai Each Rale in i.ach \ear. from 5th Scptcml)er, 1844 (»/hen the Bank Act 
came intc operation in Englamif, to 31st December, 1900 . * . . ‘ IS 7 

TABLE 27? 

^mperiaVBank ot rtenufftiy— Rate of Discount— 'i<?44-ft5bo, •The Number of Da'_,<» 

^e»:h Rate, arranged from the highest number to th^ smallest, and the Number of Days 
at each Rate, arranged fiom the lowest rate*to the highd^l ^ . , . .158 


tXble 28. , 

Imperial Bank Germany. Coin and Bullioif, 1876-1900 


. 168 



xxii 


LIST OF TABLES 


178 


179 


TABLE 29. • 

T«i«^rial 5 ank of ^Qermany. Annual Averages of Note Cifculation, 1876-1900 . < ^ 

TABLE 30. 

Monthly Averagfis of Minimum Rate of Discouifi of Bank of Hollan dr 1^845-19^. 
grovps of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of Six ear , 

1895-1900, with Summary Table, 1845- 1900 ‘ 

' " TABLE 31' * * 

Chances in Ihe Rate of Discount charged by Bank of Holland, and the Numto of 
^ ofys at each Rate in each Year, from September Sth, 1844, to December 31st. 1900 . 

, * 

TABLE 32. , 

Bank of Holland-Rate of Discoun.-. 844 -. 900 . The Number of Days ^b-R^ 
arranged from the highest number to the smallest, and the Number of Days at each^^^ 
Rate, arranged from th<^ lowest rate to the highest . 

TABLE 33 * 

Monthly Averages of Minimum Itate of Discount of Bank j 

groups of Four Years. 185.-54. and Ten Years, .855^4. '»f> 5 - 74 , iS> 75 -M. >885 94 . 
and of Six Years, 1895-1900, with Sunnnary Table, 1S51 1900 

TABLE 34. 

Changes in th- Rate of Discount charged by Bank of Belgium, and the Number of Days 
at each Rate, in each Year, from January ist, 1851, to December 1900 


187 


188 


. 196 


TABLE 35 - , 

Bank of Bclgium-Rale of Discount-iSsi-ipoo. The r>ays at each Rate 

arranged from the highest number to the smallest, and the Numl«r o .i>s a . ^ 

Rate, arranged from the lowest rate to the highest , 

t • 

TABLE 36. 

Summary of Fluctuations, Rates of Discount, B.mks of England, 

Holland, and Belgium, Note Circulation Bank of England, Bnllmn in Issue ' 

Liabilities and Rese.ve, English Country Note Circulation. London 

House Returns, Scotch and Irish Note Circulation, am. Siiecic held, 1845-1900 • i 94->93 

TABLE 37 * 

Number of Variations in Rates‘of Discount, Banks of England, France, Germany 
Hollan^, 1844-1900, and Belgium, 1851-1900 

TABLE 38. 

Lowest and Highest Rat'- charged and Extent of Fluctuation during each year. Banks of 

England, France. Germany, Holland. i844-)900, and Belgium, 1851-1900 • • 97 

*r 

TABLE 39. ‘ ' 

Numtwwnd extent of Annual, Flt*.satio,i% in Rate at the Banks «f E^land, Fra«a, 

‘ G^ny, Holland, 1844-900. an,( Belgium, .85.-.900, during 8™“^' e * 

together so as to show the extent of the fluctuations and the number of years m 
which these fluctuations occurred • . * i • , ' • ^ 

. . . TABLE 40. t *e 

. Balance Sheets of the Banks of England, France, GetmiJiy, Holland, and B/igium 206-207 



• LIST OF TABLES xxiii 

TABLE 41. 

* I'AGK 

Rate of )piscount, •'Banks of England, France, Germany, and Holland, li^-igoop and 
•Bel^m, 1851-1900. The Number of Days at each Rate, arranged from^he Lowest 
Rate^iO the ^Highest, and the Proportion per mi//e at each Rate . . 209 

TABLE 42. 

A^verage Minimum Rate of Discount changed by the Banks of England, France, Germany,# 
and Holland for flie years 1845-1900^ and Belgium for the years 1851-1900, showij^g 
Average for the grtmps of ten years 1845-54 (Belgium, 1851 54), 1855-64, 1865-74, 
1875-84, 1885-94, and for six years 1895-1900, and for the whole period, 1845-1900 
(Belgium, 1851-1900^ . . ... 210 


TABLE 43. 

Vears in which no change took place in the Rate of Discount at the Banks of England, «, 
Ftonce, Germany, Holland, 1845-1900, and*Belgium, 1851-1900^ . . .211 

TABLE 44 " 

Foreign Trade of the United Kingdom, 1861-1900 (totals at inlervals of ten years). 
Showing Excess of Imports ovei Exports . . . . . . 213 

TABLE 45. 

Average Monthly Discount Rate, with projiortion of cadi month to Average AnniAl Rate, 
1845-1900, at Banks of England, France, G*‘rmany, and Holland, Belgium 1851-1900, 
and of monthly average to yearly average at Loudon Bankets’ Clearing House 
i868 1900 . . . . . . ... 216 






BANK RATE AND THE MONEY MARKET 

IN ENGLAND/ FRANCE, GERMANY 
HOLLAND, AND BELGIUM, 1844-1900 


CHAPTER I 
INTRODUCTION 


, PAGE 

Weekly Return of Biyik of England con- 
tinually studied . . . i 

Irnpoitant points in it omitted at present 
time . . . . 1-2 

Table 1. — Weekly Statements of I he Lia- 
bilities and Assets of the Bank of 
England, with full details, 7th Septem- 
ber, 1844, and 1st January, 1848 . 2-3 

Table 2. — Example of Returns published 
by order of Houses of Parliament, up 
to twenty-five years ago, on which 
this Analysis of Accounts ol Bank 
of England is based . . . 4-5 

Greater ])ubhcity as to Accounts of Bank 
4«f Ij^land desit able . .. 6 


PAGE 

More publicity given as to Accounts of 
other Banks now than formerly, less 
as to Bank of England . . . 7 

Note circulations of Bank of England, 
Scotch and Irish Banks influence Re- 
set ve of Bank of England . . 8 

Imjiortant recent Events influencing 
Money Markets of Europe and America 9 
Analysis of Transactions of Banks of 
France, Germany, Holland, and Bel- 
gium included . . . 9 

Rates of Discount at these Banks . . 9 

Table 3. — Annual Averages of Transac- 
tions of the Bank of England for the 
years 1844-1900 . . . 11-15 


The weekly return of the Bank of England is always care- 
fully studied as supplying much useful information on the 
position of the money market. The demands likely to be 
made on the “Reserve," and the proportion held by it to the 
“Liabilities,” form, the basis of most of those calculations 
which are continuj^lly^being made by men engaged in business 
as to the probability 'oL a rise or fall in the^Bank rate of 
discount. The form in which the usual statement is made out 
supplies a great deal of information, but sevferal very important 
poiiits are left lin loticeid. Thus, for^ exartiple, no figures are 
now published* of “severaf details,** the^^knowledge of wltiCii* 
would be of great service to those engaged in business, as of 
the temporary adyanefts cmade by thfe JBank or of the Bills« 
discounted, jDr of the ajnount oT the JBalanoes^ kept by BanlJers 

with the ‘Baitk both in London and in the Provinces. 
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As recently, however, as some twenty- five years ago, a 
great deal^ more information used to be given. Returns pub- 
lished from time to time by order of both Houses of parlia- 
ment contained a great deal 6f information on the subject. 
Some of the earlier returns are very full of detail both as to 
,the composition of the deposits of the Bank and the manner in 
which they were employed. So many years, however, have 
elapsed since even the most recent of them were published, 
that they are nov^ quite matters of “ancient history,” and are 
unknown to the present generation of business men. To 
explain their characters and the class of information which 
they give 1 therefore bring in examples of these, the first, 
Table I, being the details of the weekly statement of the 
Bank, on 7th September, 1844, ^^e first return jjfter the Act of 
1844 came into operation, and the second, similar details for 
I St January, 1848. Both of these are taken from the Report 
from the Select (Secret) Committee on Commercial Distress, 
1848, House of Commons, Appendix No. 8. 


TABLE I. 

Weekly Statement of the Liabilities and Assets of the Bank of England, 
with full details, ytb September, 1844, and ist January, 1848, 


7111 September, 1844. 


Circulation — £ 

London . 14,802,000 

Country . 6,405,000 


Depo sits, Public, viz.— 
Exchequer Account 2,198,000 
For Payment of 
Dividends . 315,000 

Savings Banks, etc. 501,000 

Other Public Accounts 617,000 


Draosits, Private, viz. — 

Railways . . 30,000 

London Bankers. 963,000 

East India Co. . ^ 636,000 

Bank of Ireland, 

Royal Bank of 
Scotland, etc. . 175,000 

Other Deposits . 5,631,000 

Deposits at Branch 1,209,000 


I 


21,207,000 


3,631,000 


8,644,000 


33,482,000 


Public Securities — 

Advances on Ex- 
chequer Bills — 

Deficiency . — 

Other Exchcquei 
Bills . . 870,000 

Exchequer Bills 
purchased . 311,000 

Stock and Annui- 
ties . . 12,821,000 

^ 14,002,000 

Private Securities — 

Bills discounted — 

London . . 113,000 

Country . 2,003,000 

2,116,000 

East India Bonds 198,000 

City Bonds, etc. . 3,357,000 

Mortgge . 620,000 ^ 

Advances — ' 

Bills of Exchange • 883,000!, 

Exchequer Bills, “ 

Stock, etc. . 661,000 ‘ * 

5 * 7 ^ 9,000 

21,837,000 

^ullion . . ^ . 15,209,000 

* 37,046,030 
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CirculatiA — £, 

Eondin . 12,592,000 

Country . . 6,138,000 

^ • 

D^osits, Public, viz.-^ 
Exchequer AccoiTnt 8,157,000 
For Payment of 
Di^clends 150,000 

Savings Banks, etc. . 1 5,000 

Other Public Accounts 690,000 

Deposits, Private, viz. — ^ 
Railways . . 12,000 

London Bankers. 1,929,000 

East India Co. . 740,000 

Bank of»Ireland, 

Royal Bank of 
Scotland, etc. . 181,000 

Otber Deposits . 4,626,000 

.Deposits at Branches 1,035,000 


1ST January, 1848. 


• ^ I 


18,730,00^ 


9,012,000 


Public Securities — 

Advances on Ex- * 

chequer Bills — 

Deficiency . . — 

Other Exchequer 
Bills . . — 

Exchequer Bills 
purchased . * 232,000 

Slock and Annui- 
ties . . 10,279,000 


Private Securities — 

Bills discounted — 

London . ♦ . 4,140,000 
Country . . 3,960,000 


8,523,000 

36,265,000 


Pkist India Bonds 405,000 
City Bonds, etc. . 3,9qp,ooo 
* Mortgage . ^ 461,000 

Advances — * 

Bills of Exchange 2,529,00^ 
Exchequer Bills, 

Stock, etc. . 1,496,000 


Bullion 


10,511,000 


8 , 100,000 


8,890,000 


27.501.000 

12.404.000 


39>905»ooo 


Bank of England, 

15M January, 1848. 


M. MARSHALL, 

Chief Cashier. 


The return marked No. 6 in the Appendix to the Report 
from the Select (Secret) Committee on Commercial Distress, 
of Commons, 1848, may also be cited, as it carries the 
statement back to the date when the Bank Act came into 
operation. T his return is reprinted, and continued to December, 
1856, in the Appendix (N^p. 13) to the Report from the Select 
Committee on the Bank Acts, House of Commons, 1857. Sub> 
sequent returns continue a consecutive statement, on a uniform 
plan, from the dato of the division of the two departjnents of 
the Bank of England,^ in 1844, ^*0 the close o£ 1875, containing 
particulars which are not disclosed in the ordiijary returns, of 
the amount of bills •dLscounted, the amount* of temporary 
ad'\'inces made by the Bank, and the balances of the London 
bafjk^TS. The 2 o nmerfeement of ihh Return, ^xteAding from 
August*"3ist Lo'DecIbmber 28th, i84/f,rs giverf in Table 2, pp. 4^5.* 
* •The return, however, which •was ordered by the House of 
Commons to be pgintefl 51st May, 1877^ giving the statement? 
for the yoar J 8 y 6 , \yhile • it * sepamtes ther amounts of "the 
balances *of the Exchequer and of the London bankers from 
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TABLE 2. 

Report from the Select (Secro) CommitiTee on Commercial 

An Account of Bank Notes of the Bank of England held by the PiibliCi and of Bank 
Rates of Exchange between London, Paris, ^Hamburgh, and Amsterdam ; also, of 
Bank of England ; also, of the T otal Amount of Bills Discounted ; also, of the Total 
the Balances on the account of the Exchequer, and the Balances held on ccount of 
the latest date of the year, both days inclusive. 



“ Bank Notes. 

Rate of Exchange ; London on 

, 

Held by the Public. 

Held in Reserve by 
i the Bank of 

England. 

f.. 

Paris 3 d/s. 

1 

Hamburgh. 

Amsterdam. 

«* 1844, 

Auj^ust 31 . 

** £ 
20,448,000 

7,732,000 

25 - 47 i 

13‘ioi 

I 2 - 3 i^ 

September 7 . 

20,176,000 

8,175,000 

25*45 

*13*10^ 

1) 

„ 14 . 

19,881,000 

8,620,000 

25*45 

1311 

- 

„ 21 . 

19,618,000 

8,965,000 

25 ‘ 47 i 

13-iii 

M 

,, 28 . 

19,902,000 

8,461,000 

25-52^ 


I 2 * 4 i 

October 5 . 

20,153,000 

7,930*090 

25*50 

13 'ii 4 

1 * 

,, 12 . 

20,228,000 

7,610,000 

25 '524 

i 3 *ioi , 

12*4 

M 19 • 

21,083,000 ! 

6,649,000 

25*55 

i3*iii 

A , 

„ 26 . 

21,321,000 

6,225,000 

25 * 57 i 

13*12 

)> 

November 2 . 

20,820,000 

6,679,000 


I3*irj 


n 9 • • 

20 , 557,000 

6,844,000 

25*55 

- 

I 2 - 3 i 

„ 16 . 

20 ,S &^,000 

6,927,000 

1 

13*12 

I 2 - 4 i 

' 23 . . 

20,118,000 

j, 410, 000 

u 

I 3 *I 2 i 

12-44 

.. 30 . . 

19,842,000 

7 , 944,000 - 

25-574 

91 

I 2 - 5 i 

December 7 . 

19 ,^ 31,000 

8,286,000 

25-60 

i 3 'ii 4 

12-5 

M 14 •* • 

19,258,000 

8,746,000 

25 '574 

99 

I2*/J 

„ 21 . 

19,192,006 

t 

8,960,000 

1) 

I 3 ’‘ij 

* 

, „ 28 . 

19,123', 000“ 

— J. 

9 ,^ 77,000 

1 : — u" ■ ■■■ •— 

. 25*60 

tt 

12-5I 
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TABLE 2 ( continued ). 


Distress, 1848, Hoxjse of Commons, Appendix No. 6. 

• ^ • 

Notes of the of England held in Reserve by the Bank of England ; also, of the 
the Total Amount of Bullion ; also, of the Minimum Rate of Ifiterest charged by the 
Amount of Tempor^ Advances ; also, of the Total Amount of Deposits, includSug; 
the London Bankers from the last day of each week from the 7th September, ia|4> to 


Total Amount 
of Bullion^ 

Minimum 
Rate of 
Interest. 

Total Amount of 
Bills Discounted. 

Total Amount of 
'i’emporary 
Advances. 

ToPal Amount of 
Deposits, inclu- 
ding Exchequer 
and London 
Bankers. , 

Balances held on 
account of the 
Exchequer and 
London Bankers 
included in the fore* 
gouig Column. 

£ 

i^S. 3 i 5 iO^ 

Per Cent. 

4 

£ 

2,141,000 

£ 

252,000 

12,137,000 

fi, 572,000 E.* 

\ 1,480,000 B. 

15,209,000 

2^ 

2,116,000 

252,000 

12,275,000 

f 2, 198,000 E. 

\ 963,000 B. 

15,198,000 

,, 

2,137,000 

602,000 

12,892,000 

(2,976,000 E. 

\ 905,000 B. 

15*159.000 

n 

2,162,000 

1,193,000 

13,805,000 

(3,981,000 E. 
(1,05^,000 B. 

15,022,000 

,, 

2,193,000 

2,^65,000 

14,297,000 

(4,702,000 E. 

\ 855,000 B. 

14,702,000 

,, 

2,259,000 

2,814,000 

14,427,000 

/4, 944, 000 E. 

\ 880,000 B. 

14,445,000 


2,310,000 

2,792,000 

16,378,000 

( 946,000 E. 

\ 845,000 B. 

14,190,000 


2,394,000 

690,000 

12,472,000 

( 684,000 E. 

\ 1,07 1,000 B. 

14,097,000 

,, 

2,481,000 

577,000 

11,847,000 

r 829,000 E. 

\ 801,000 B. 

14,039,000 

, , 

2,810,000 

625,000 

12,228,000 

/ 800,000 E. 
\i,2i4,ooo B. 

14,116,000 

,1 

2,863,000 

625,000 

11,994,000 

( 1,054,000 E. 

\ 1,046,000 B. 

14,231,000 

,, 

3,047,000 

1,047,000 

1^,909,000 

/i, 732, 000 E. 

\ 797,000 B. 

14,366,000 

t j 

3 , 3 ^ 4,000 

i,iu8,ooo 

12,676,000 

• 

( 2 , 753 , 0 (fl) E. 

\ 847,000 B. 

14.558,000 

II 

3,503,000 

« • 

1,154,000 

f 3 , 57 J,oo^ 

• 

(3,666,000 E. 

\ 1,068,000 B. 

14,-45.000 

,» 

3,407,000 

1,423,000 

14, 74^000 

(4,405,000 E. 

\ 1,041,000 B. 

14^^44 000 

I j, 94 j, coo' 

• 

# 

I , 

1, 

3,268^0 

• * 

3,200,000 

1.612.000 • 

• • ^ 

2.140.000 * 

• 

« 

14.766.000 

. * 

1 5.424.000 

% 

/j, 093, 000 E. 
869,000 B.^ 

(5,842,000 E. 

\ 874,000 B. 

14,878,000 

,, 

3,029,000 

2,585,000 c 

« 

15,677,000 

• 

(6,284,000 E. 

\ 984,000 B. 

• 
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the total deposits, does not continue co furnish either the 
amount of bills discounted*' or of the “temporary adv^pces,’* 
which had been uniformly given from 1844 d( 5 wnwards in the 
previous returns. The corresponding return for 1877 iSp like- 
wise deficient in the same manner, and in the return for 1878 
the London banters’ balances were altogether left out. ®Thus 
front that date down to the present time bankers are absolutely 
ignorant of matters which are of the very highest importance 
to them. Every bank knows, of course, its own balance, and 
occasionally the amount of that of one or two of its neighbours, 
but there is* no general knowledge of the amount of the 
collective balances of the bankers standing to their credit at 
the Bank of England as a whole. 

These omissions are to be regretted, quite as much in the 
interest of the Bank of England itself as of the public at 
large. Discounting bills, and making tcm[)orary advances, are 
both proper functions of a bank. In the case of the Bank of 
England it is especially desirable that there should be no 
uncertainty as to the extent of its operation on these points, as 
it is mainly in this manner that its control over the outer 
market should be maintained. The full {)ossession of that 
control, and the power of exercising it ra})idly when circum- 
stances render it needful, are essential to the security b^:)th of 
the Bank of England and of the other banks of the country, 
and it cannot therefore be an unimportant matter that the 
information which shows the action o^ the Bank in this respect 
should now no longer be supplied. 

It would also be very valuable if the information given in 
return No. 8 in the Appendix to the Report from the Select 
(Secret) Committee on Coifimercial Ois^^ress, House of 
Commons, 18/^18, from which the details given in Table i, 
pp. 2, 3, are taken, were continued to the present time. This 
retarn, which is carried back to the year 1832, through the 
Appendix to the ’Report from Select Committees on Baf^ks 
' of Issue, House of Commons, 1840 and 1841, gives a, great 
deal of very importanc information as to the working of the 
Bank of England, ft is no spirit of idle curiosity, no desire 
to pry needlessly into -the concernV' of .others, that, seeks for 
^ this information. Those who feel, as all concerned in banking 
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business must, that th^ enormous extension which that busings 
has experienced in thi% country during the last half-century 
requites every ^feguard to be strengthened, must '‘regret that 
a closer secrecy is now maintj^ined on matters on which more 
publicity wa^ freely given at previous times when this publicity 
was Jess needed. If that information was valuable in 18^2, 
1844, ^nd 1848, it would be* even more valuable now. , • 

Such information, however, as can be obtained from the 
materials at our command on the history of the working of 
the money market during the last fifty-six years may be very 
useful !o all who are engaged in commercial pursuits. These 
years have witnessed a very, marvellous extension of tflC 
business of the country in general ; and the extension of bank- 
ftig generally has fully kept pace with the increase ii\ other 
directions. It is now often scarcely remembered how recent 
any accurate information as to the details of banking is. 
When, in the year 1877, I commenced seeking to obtain this 
information, I remember being told that to collecj it was 
impossible. No private banks at that time — and indeed for 
many years afterwards — published their accounts. Some even 
of the joint stock banks also did not publish their figures. 
These ) natters are ma’iaged in a different way at the present 
time. Whi^e, however, much more information is now given as 
to the j position of banks in general, less, as has been men- 
tioned, is given as to that of the Bank of England. The 
Parliamentary returns formerly published relating to the Bank 
of England, which dissected its transactions week by week, 
have not been continued since 1878, and though, as men- 
tioned above, of late years they have given details less full 
than formedy, the'y contain ihe record of many Important 
events. But the very length of these returns is a bar to facility 
in consulting them, in understanding the Snany important 
lessons which may be learned from the^rw The number of 
details, through ^heir^^ery quantity, *has a tendency to obscure 
a distinct vhw of the case. The •old* pi;ovei*b •expresses j:h^ 
rriith exactly : “You cannot see the*WQod for the trees.” It is 
hoped, therefore, that ^the ajiialysis* which follows may be of 
service by giving a historjj of the piain* alterations which 4 iave 
occurraJ ih the position of th» Bank of England during the^ 
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tilie over which the Parliamentary returns extend. It has been 
continued to the end of the year 1900 by employing the jveekly 
returns of the Bank. The whole statement will assist 'us 'to 
trace out some of the causes ^hich have led to the greatly 
increased fluctuations which have prevailed in* the nloney 
market during some of the last few years. ^ 

' ^ ^t should be clearly understood from the outset that the 
object of this work is neither a controversial investigation into 
the working of the Act of 1 844, nor a critical** inquiry into the 
conduct of the Bank of England. Complete investigation into 
the working of that Act would require more space thafi could 
allotted to the subject her^e, though it is hoped that ^the 
information given in these pages may be of service by showing 
some ^of the ways in which the Act of 1844 influences ouv 
business system, and bringing back to our remembrance some 
points in its working which arc often overlooked. With regard 
to the Bank of England, that great institution is, from its 
position, the acknowledged centre of our banking system ; and 
an analysis of its transactions may enable us to see more clearly 
the progress of recent events in the financial world. To render 
this clear and readily intelligible, a series of tables has been 
drawn up. Into these the main points of the work of the Bank 
of England for the years from 1844 to 1900 have been con- 
densed. Through the arrangements of the Acts of i? 44 - 5 > 
for convenience spoken of as the Act of 1844 in this work, 
the note circulation of the United Kingdom is also connected 
with the working of the Reserve of the Bank of England. 
Every note of the Bank of England in the hands of the public 
means the abstraction of the value of that note from the 
Reserve of the Bank. This is, equally true whether the note 
has been “issued*" against gold which has been long in the 
coffers of the Bank or against fresh gold just received from 
abroad. The gold may remain in the Issue Department, but 
the Banking Reser^ve, which consists n^inly of the notes m 
th^ Banking Department,, is not strengthetited. / Ever^ note 
*^i'ssued in Scotland and Ireland, beyond the fixed limit df ^tjie 
circulation, has the same effect. • ,The wa,y in which this takes 
place is explained in Chapter VIII.^p. 69 and Chapter XII. 
p. 1 1 2. Tables have hence been prepared showing^ the course 
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of the circulation of the notes of the B^nk of England, of t^e 
EngliMft Provincial Banks, and of the Banks in S^cotlan^ and 
Ireland for the same period — from 1845 1900* * 

This has been done with 4he utmost care, and it is hoped 
that any erro!* of importance has been avoided. • 

Since I first began to write on this subject, several events 
have occurred which have introduced very important influences* 
among the money markets of Europe and America. The 
limitation in the coinage of silver by the countries forming the 
Latin Union ; the resumption of specie payments in France, 
and also in the United States; the change in the standard of 
value in Germany from a silvet to a gold basis ; -the creatioiT’ 
of a gold standard by Russia ; the official alteration in the par 
df exchange between this country and India; the estai)lish- 
ment of a currency system in that country, sometimes described 
as gold monometallism, sometimes as a bimetallic system ; the 
bimetallic system being on a different basis from that formerly 
prevailing — namely, on the ratio of i to 22 — the one previously 
in force in Europe having been on that of i to 15 approxi- 
mately ; the great development of banking in these countries — 
all are events which could not take place without greatly 
affecting this country. These events have made it desirable to 
carry the investigation further than was first proposed. It has 
not 'been thought needful to form a complete analysis of the 
transactions of the Banks of France, Germany, Holland, and 
Belgium, in the same manner as that of the transactions of the 
Bank of England. A comparison of the rates of interest 
charged in the five countries, and of the number of the fluctua- 
tions in the rates,^ gives a sufficient ouCline for the purpose 
desired — an outline ^Tf the working of the demand and supply 
of money in the leadiftg countries of Europe for^the time under 
consideration. 

Tables relating to the variations in th« rate of intefest 
ch|/rged by Banlfs of France,* Germany, Holland, and 
Belgiui®, dra^/n up on tlie same* plan* as the* (Corresponding.^ 
tstdts referring to the Bank of ^Englairf, have therefore been 
added, and tables giving, the number •and extent of the altera* 
tigns of the rates. TJiesearef valuable, as .giving an outlirife of 
the working jof business in those* countries ; they also supply a 



10 


INTRODUCTION 


[CH. I 

comparative view of tMe movements of .the rate of interest in 
other, European centres of business which may enablefus the 
better to understand the influences which are at work on our 
own. 

fA list of the tables which form the basis of* this analysis 
precedes this chapter. The table (marked Table 3, pp. ij-15) 
analysing the accounts of the Bsfnk' of England in a series 
of annual averages follows. 


• NOTE TO TABLE s-Paces 11-15 

f ^ ' 

The Annual Averages of “Notes Issued,” as stated in the Weekly Returns of thcvBank, arc 
entered *n col. I ; the Notes held in the Banking l)e|rirlment, in col. 7, p. ii ; the Notes 
held by the Public are entered in col. 39, p, 15. The Notes issued at the brunches and held by 
the Public, and tho.se issued in London and hold by the Public, arc entered in col. 35, p. I4 
and col. 37, p. 15. These particulars are given up to the year 1881, when this information 
was discontinued: The Annual Averages of the Coin and Bullion held in the Issue Department 
are entered in col. 9, p. ii. Tin* Coin held in the Banking Department is added ti> this, and 
entered in cbl. 41, p. 15, containing the Total Bullion held hy the Bank; it is also entered, 
with the Notes held in tlic Banking Dejiartnient, in col. 21, p. 13, which contains the Reserve 
of the Bank, It w^as notified on the publication of the Return of the Bank of England for the 
week ending Wednesday, January 8, 1873, that, wilh,regard to the Deposits in the Return then 
issued, the practice was commenced of jilacing the Chancery Balances under the head of 
Government Deposits instead of undei that of the ordinary Deposits t)f the public as hereto- 
fore. The average amount was about £1,000,000, and to that extent, therefore, the respective 
totals have undergone transposition. This must he borne in mind in comparing the amounts 
of the Public and Private Deposits from 1844 to 1872, and fiom 1873 onwards (cofS. "^3 ind 
IS, p. 12). 

During the years 1844-53 Bank continually held some Silver Bullion, and also from 
November 28, i860, to July 3, 1861. This is included in the amounts given in col. 9, p. ii, 
and also in col. 41, p. 15, of this Table. The stock of Silver thus held is shown in 
Table 10, p. 80. 

Col. 43, p. 15. — Where the average of Bullion is more than the Liabilities, the figure is put in 
thick type, as 103, year 1844. « 

Col. ^^4, p, 15. — Where the average of Total Bullion is moreth^A the Circulation, the figure is 
put in thick type, as 104, ^ear 1876. * ' 

The dale of the publication of the Weekly Returns was cliahged from the Saturday (Oct. 31st) 
to the Wednesday (NoV. 4th) in the year 1857. It has siiiCe been continued on the Wednesday. 

The reader must bear in mind that the figures of the yearly statements arc annual averages^ 
and hence do not show the, numerous fluctuations in the course of each year, with the exception 
of col. 3, which shows the amount of the securities held in the Issue Department on Dec. 31 of 
each year. ' • 
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, TABLE 3. • 




18^4 27,934,000 
184? 28,619,000 
L846 28,163,000 
L847 23,765,000 
L848 27,196,000 
1849 28,320,0001 
L85# 29,943,000 

1851 27,939,000 

1852 34,0:^,000 

1853 30,984,000 
1^4 27,303,00^ 

1855 127,555,000 

1856 124,783,000 

1857 124,177,000 

1858 1 31,604 oQo 

1859 131,709,000 

1860 I 28,973,000 

1861 126,737,000 
■‘862 130,175,000 
1863 28,403,000 
186-1 27,412,000 
1865 28,351,000 
1836 28,922,000 

1867 135,249,000 

1868 134,649,000 

1869 ! 32,775,000 

1870 j4, 877,000 
37,88o,coo 

1872 3^9*, cBo 

1873 36,887,000 

1874 36,550,000 

1875 38,180,000 

1876 42,870,000 

1877 39,53<’>t^‘ 

1878 37,942,000 

1879 46,284,000 
18!?f} 41,661,000 

1881 38,827,000 

1882 36,791,000 

1883 37,050,000 

1884 37,751,000 

1885 38,722,000 

1886 35,548,000 

1887 130,377,00c 

1888 35,633,000 

1889 36,66^,000 

1890 37^c 6,000 

1891 39,838,000! 
P92 40,743jOolf 

1893 4i^^,(^ 

1 894 48,589,000 

1895 53,191,000 

1896 58,802,000 

1897 50,005,000 

1898 48,049,000, 
1899 , 47,142,000 
1900 49»232 ,QPQi 


2 

Propor- 
tion of 
Notes 
Issued* 
to 1844. 

1844 = loa 

3 4 

• Propor- 

Amount of tion of 
Securities Securities 
t held in in Issue 

Issue Depart- 

Departrient ment 
on 31 Dec. to 1844. 
in each year, 


£, 


TOO 

14,000,000 

100 

103 

14,(^00,000 

100 

10/ 

14,(X)0,(X)0 

100 


14,000,000 

100 

97 

14,000,000 

100 

Tor 

14,000,000 

100 

107 

14,000,000; 

100 

100 

i4,ooo,o(X) 

100 

122 

14,000,000 

1 00 

III 

i4,ooo,(X)o 

100 

gS 

14,000,000 

100 

gS 

14,475,000 

103 

8g 

*14,475,000 

103 

S 7 

i 4 , 475 ,oooj 

ro3 


14,475,000 103 

14,475,000 103 

i4,475.‘’'t^ 


06 

14,650,0001 

104 

/08 

14,650,0001 

104 

101 

14,050,000 

1 04 

98 

14,650,000 

J04 

102 

5 4,65o,cxx)j 

104 

104 

Ii5,ooo,oc.oi 

1 07 

126 

|i5,ooo,ooo| 

107 

124 

|I5,01>D,000| 

107 

II7 

i5,(Xio,ooo| 

107 

f-^3 

I5,ooo,fxj0j 

107 

/j 6 

15,000,000 

107 


15,000,000 

107 


15,000,000 

107 

13 f 

15,000,000 

T07 

J37 

15,000,000 

107 

145 

15,000,000 

107 

142 

15,000,000 

lof 

136 

15,000,000 

107 

j66 

15,000,000 

107 

149 

15,000,000 

107 

^39 

15,750,000 

112 


i 5 , 750 ? 0 W 0 

112 

^33 

i 5 , 75 o,o(TO 

113 

^33 

i 5 , 7 ?o,oo«, 

112 

*39 

1 5, 750, OCX) 

192 

127 

15,750,000, 

, 112 

130 

16,200,000 

nO 

128 

l6,200,(Xt0 

116 


1^450,000 ^ 

in 

133 

iff, 50,000 ' 

^117 


n 16,450,000 

117* 

146 

16,458,000 

117 

147 

16,450,000 

117 

174 

i6,8po,ooo 

120 

igo 

16, 800, OCX) 

• 

2JI 

i6J^,ooo 

120 

J79 

i6^8(X),ock^ 

120 \ 

172^ 

16,800,000 

120 

16 ^ 

16,800,000 

120 

176 

17,775.000 

127 

• 


6 

Propor- 
tion of 
Kites 
Issued 
a,iainst 
Securities 
(Col. 3). 

6 

Propor- 
tion of A 
Notes ^ 
Issued 
against 
J^ullion rv, 
(Col. 9). 

• % 

7 . 

50 

50 7 

49 

51 7 

50 

50 *7 

69, 

41 4 

52 

48 ^ 

49 

61 ^ 

47 

53 ic 

50 

50 J 

41 - 

.59 12 

45 

55 J 

51 

49 ( 

51 

49 : 

58 

42 1 

60 

40 . 

46 

54 1 ; 

45 

55 i( 

50 

50 ; 

54 

46 ( 

48 

52 < 

52 

48 : 

'■‘2 

47 ( 

52 

48 : 

51 

49 ' 

43 

57 I 

43 

57 i( 

46 

54 . 

43 

57 I 

1 40 

60 I 

41 

59 I 

41 

59 I 

41 

59 1 

39 

6J I 

35 

65 I 

38 

62 I 

40 

60 

32 

68 I 

36 

64 I 

40 

60 1 

43 

57 I 

42i 

58 I 

42 

58 I 

41 

59 J 

44 

56 1 

44 

56 1 

45 

65 ] 

45 

55 ] 

44 

ya ] 

41 

. ^ ^ 

40 

• 60, 1 

40 

OP • 

34 .. 

. 66 

82 

6^ : 

;>9 

71 

• 34 

•66 . 

• 35 . 

65 

36 

64 

36 • 

» 94 


8* r 9 

Proportion 
of Notes Annual 
held in Average of 
Banking Coin and 
Depart- Bullion 
ment issue 

to 1844. Department. 

1844=100. 

10. 

Proportion 

of 

Coin and 
Bullion 
in Issue 
Department 
to 1644. 
1844=100. 



100 13,935,000 

100 

10 1 14,61 7, OCX) 

103 

100 14, 163, (XX) 

102 

39 9.769,000 

70 

116 13,196,000 

9 S 

126 14,323,000 

103 


7.702.000 gS, 

6.717.000 S6 

9.330.000 Jig 

7.730.000 gS 

6.849.000 <^7 

7.263.000 g3 

5.764.000 73 

11.592.000 148 

10.727.000 136 

9.322.000 irg 

11.564.000 147 

13.470.000 172 

11.390.000 14s 

11.220.000 143 

10.270.000 131 

10.834.000 138 

15.137.000 ig3 

ii» 6 ' 35 ,ooo 148 

9,885,000 126 

17.076.000 2 i 8 

14.748.000 iS8 
121^678,000 i6i 

10.826.000 138 

11.522.000 147 

12 , 373,^)00 138 

14,072,00011 i7g 
10,869,000, I 38 

11.994.000 153 

ii,350f000 145 

12 279,000 J37 

12.629.000 161 \ 
14,596, ood‘ 
14,^4,000 igo 

^15,192,000 ig3 

23.439.000 ^99 


52.290.000 

22,807f000 

20.602.000 

19.263.000 

19.797.000 


15.949.000 
13,864,000.% 

20.077.000 

16.984.000 
13,304,000^ 
13.52^,000 

10.306.000 
9,702,000 

17.129.000 

17.272.000 

14.498.000 

12.199.000 

15.525.000 

13.764.000 

12.771.000 

13.709.000 

14.009.000 

20.246.000 

19.662.000 

17.775.000 

19.877.000 

22.880.000 

21.898.000 

21.887.000 

21.570.000 

23.180.000 

27.857.000 

24.530.000 

22.942.000 

31.297.000 

26.662.000 

23.509.000 

JI,0A3,000 

21 , 3?!, 000 

21.991.000 


179 

22,972,000 

138 

19,778,000 

IS 3 

20,513,000 

145 

i 9 , 433 ,<Jpo 

157 

20,461,000 

l 6 im 

20,800,000 


23,365,000 

igo 

24, 281, OCX) 

193 

24,618,000 

29 g 

31,916,000 

348 

36,387,000 

411 

41,980,^ 

2go 

33,225,000 

2O3 

31,242,000 

24 S 

30,342,000 

251 

31,663,000 
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^ABLE 3 {continued). • 

Aimaal Aytxkgts pf the Timnsactions of the Bank of England for the Year# 1844-1900. 


U 

Annual Average 
of Liabilities on 
Draosits (Public 1 
Private), 
and Bank Post 
^ Bills. . * 

^ 

14.317.000 

16.367.000 
1 20,262,000 

15.973.000 
1 15,963,000 

) 17,211,000 

I 18,822,000 

r- 17,638,000 

i 20,149,000 

5 , 19 , 543,000 

[ 15,740,000 

^ 17,698,000 

5 16,864,000 

J 17,828,000 
3 20,847,000 

9 22,530,000 

0 20,893,000 

1 18,481,000 

2 22,414,000 

3 21,946,000 

4 20,600,000 

5 21,200,000 

6 22,603,000 

7 26,106,000 

8 25,619,000 

19 23 , 7 i 3 >«^ 

0 26,358,000 

1 29,022,000 

'2 29,268,000 

'3 28,900,000 

^4 25,476,000 


„ Annual Average j 
Liabilities public J 

to 1844. Deposits. 

i 844 = i«i. 

100 5 ) 231)000 

J14 5,665,000 

14J 6,254,000 

III 6,446,000 

j/i 5,154,000 

120 6,o8(i,ooo 

7,772,000 
J2S 7,128,000 

‘ 140 6,010,000 

i^b 5,682,000 

no 3,641,000 

124 5,005,000 

jrj 4,840,000 

124 6,380,000 I 

^4S 5,884,000 

JS7 7,319.000 

145 6,646,000 

I2g 5,281,000 

256 7,052,000 

JS3 7.327.000 

144 6,870,000 

148 6,707,000 

1^8 5.318,000 

182 6,812,000 

779 4,906,000 

lbs 5.129,000 

184 7,635.000 

202 7,071,000 1 

204 8,875,000 [ 

202 9,422,000 

6,251,000 


1876 

26,749,000 


5,223,000 

99 

1876 

30,616,000 

214 

6,793,000 

130 

1877 

28,771,000 

201 

5,838,000 

112 

1878 

29,077,000 

203 

5,560,000 

lob 

1879 

36,975,000 j 

255 

6,024,000 


1880 

33,297,000 

232 

7,861,000 

tSo 

1881 

31,954,000 

220 

7,470,000 


1882 

29,970,000 

237 

5,660,000 

w8 

1883 

29,980,000 

207 

6,924,000 

13^ 

1884 

31,450,000 

217 

‘ 7,288,000 

m 

1885 

33,626,000 

23^ 

6,196,000 

118 

1886 

29,352,000 

202 

4,983,000 1 

95 

1887 

29,581,000 

204 

5 , 377,000 

103 

1888 

3^1,141,000 

214 

6,443,000 

122 

1889 

32,742,000 

22g 

7,179,000 

137 

1890 

33 , 574,000 . 

231 

‘ 5,840,000* 

112 

1891 

38,220,000 

2bS 

6,6ic,ot:''.% 

^ J2b 

1892 

36,449,000 

230 

5,856.0*0 

* II 2 

1893 

36,209,000 

272 

5,697.000. 

log 

1894 

41,105,000 

283 

6^969,000 

’ 135 

1896 , 

48,320,000 

33 ^ 

7,6oi,ocfc 

145 

1896 

5^,948,000 

4^3 

10,418,000 

igg 

1897 

49,974,000 

344 

9*982,000 

igi 

1898 

49,902,000 

344 

10,501,000 

2i.r 

li 99 

49,722,000 

343 

10,042,000 


1900 

1 50,049,000 

345 

9,285,000* 

fj 8 


Annual Average 
of Private j 
Deposits. I 


^ £. 

8.069.000 

9.643.000 

13.070.000 

8 . 668.000 

9.809.000 

10.042.000 

9.825.000 

9.351.000 

12.836.000 

13.482.000 

11.016.000 

11.711.000 

11.183.000 

10.677.000 

14.139.000 

14.393.000 

13.518.000 

12.530.000 

14.642.000 

13 , 975)000 

13.199.000 
14,000,000 

16.746.000 

18.790.000 

20.169.000 

18.087.000 

18.100.000 

21.322.000 

19.986.000 

19.073.000 

18.847.000 

21.190.000 

23.403.000 
22,^74,000 

23.229.000 

30.624.000 

26.138.000 

25.235.000 

23,606,000^ 

23.610.000 
23,984, ooc^ 

26.617.000 
24,ooi,oao 
24,000,000 

24.508.000 
25,362,0^ 

27.526.000 

31.414.000 

30.282.000 

30 . 334.000 

33.628.000 

• 40,5&;,odo 

49.390.000 
39 ,^ 35 , 000 . 

39.286.000 

39.511.000 

40.602.000 


Propor- 
tion of 4 
Private ‘ 
Deposits 
to 1844. 

844 = 100. 

17 

e 

tnnuai Average 
of Total 
Deposits. 

f . 

X 

18 

Propor- 
tion of 
Total 
Deposits 
to 1844. 
844 <=100. 

100 

£ • 

13,300,000 

100 , 

ICO 

i5jJo8,ooo 

^^5 

161 

19, 324, 000 

HS 

107 

15,114,000 

113 

122 

14,963,000 

112 

124 

i6,i28,Vjoo 

121 

122 

17,597,000 


lib 

16,479,000 

124 

158 

18,846,000 ' 

141 

ib7 

19,164,000 

143 

13b 

14,657,000 

IJO 

^45 . 

16,716,000 

12b 

^39 

16,023,000 

120 

J 33 

17,057,000 

128 

ns 

20,023,000 

J30 

I7S 

21,712,000 

163 

167 

20,164,000 


JS 5 

17.811.000 

21.694.000 


181 

lbs 

173 

21,302,000 

ibo 

ib4 

20,069,000 

no 

n 3 

20,707,000 

ns 

207 

22,064,000 

163 

233 

25,602,000 

jg2 

230 

25,075,000 

188 

224 

23,216,000 

n 4 

224 

25.735,000 

ns 

264 

28 , 393 ,o<w 

213 

24.8 

28,861,000 

^ hib 

23b 

28,495,000 

214 

233 

25,098,000 

JS9 

263 

26,413,000 

igS 

2gi 

30.286.000 

28.412.000 

228 

279 

213 

287 

28,789,000 

2ib 

379 

36,672,000 

275 

323 

32,950,000 

247 

312 

31,519,000 

237 

.V "^92 

29,740,000 

223 

292 

29,783,000 

223 

2gb 

31,271,000 

234 

330 

33, 45 *,000 

23 * 

297 

29,177,000 

2ig 

297 

29,402,000 

22 J 

303 

30,951,000 

232 

3 J 3 x 

32,714,000 

, 246 

341 

33,364,000 


5^9 

. 38,025^0 

28b 

374 

36,266,00(5 

2^2 

375 

36,030,000 

‘**•70 

4cb 

40,943,000 

307 

302 

48,186,000 

36* 


59,808,000 

449 

493 

49, 81^8, 000 

^4 

4^5 

49,7851330 

374 

490 

49,571,000 

49 , 887 ^-)Q£) 

372 

503 

374 
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J— 

21 

22 23 

24 25 

28 

L ^ 

A'nnual Average 
* Reserve of Hank 
of England 
(Notes&tspccie). 

Proper- ^roTOr- 
tton of tw" 
Reserve .roLtabili- 1 

101844. 

Deposits 
1844 = 100. and Bank 
Post Bills. 1 

ProMr- Propor- 
tion Res. tion of 
^oLiabtli- London 
ties, De* Bankers' 
ducting Balances 
Bankers* to Res. 
balances. 

Annual Average 
of “Other” 
Securities in 
Banking Depart- 
t ment. 

Propor- 
tion of 

to 1844. j 
1844=100] 


. • TABLE 3 {continued). 

Annual Ai^agfes of the Transactitns of the Bank of Eng^land 


Annual Average 
London Banlftrs’ 
Balances inclu- 
ded in Private 
Deposits (Col^6). 

I f 

977,000 

1.256.000 

1.558.000 

1.467.000 

2 . 359.000 

2.131.000 ’ 

1.656.000 

1.666.000 

3.184.000 

2.259.000 
2,^92,000 • 

3.005.000 

3.032.000 
3 , 274 ,orjo 
4.639.OCKJ 

4.256.000 

4.283.000 

4.185.000 

5.030.000 

4.726.000 

4.899.000 

5.038.000 

6.259.000 

6.689.000 
6,8oi,o(X) 

6.479.000 

6.618.000 
8,3go,ooo^ 
7,^9,tKX> 

8.586.000 

8.341.000 

10.324.000 

11.851.000 

9 . 543.000 


for tb^ Yearsox844^i900. 

r' 


^ 1 

8.500.000 

8/516,000 

8.539.000 

5.291.000 

9.784.000 

10.694.000 

11.219.000 

9.103.000 

12.764.000 

8.907.000 

7.290.000 
, 8,366,000 

5.772.000 

5.347.000 

12.037.000 

11.076.000 I 

8.451.000 

7.611.000 

10.194.000 

8.536.000 

7.478.000 

8.089.000 

6 . 745.000 

12.906.000 

1 1.903.000 

10.320.000 

12.435.000 

14.102.000 

I 2 ,I 22 , 0 CK> 

12.051.000 

11.035.000 

11 . 597.000 


15, 962, OCX) 


12, 478, OCX) 

146 

10,879,000 

t 2 f 

18,262,000 

215 

It;,qq7,(X)0 

188 

13.774.0OO 

162 

ii,750,oQo 


12,4PI,000 

146 

I3,3 o6,oc!^ I 

^57 

15,13-, 000 j 

•178 

I 2 ,I 48 ,OOi<» ' 

^43 

13,343,000 ' 

tSl 

12,688,000 

149 

^,^28,000^ 

'33 

13 384,000 

161 

15^5^.000 

^^3 

16,071,000 

iSg 

16,982,000 

200 

25,816,000 

304 

29,825,000* 

, 3 ^ 5.000 

•330 

40 ^ 

25,153,00* 

2 ^ 

22,920,000 

2 og 

21,191,000 

248 

21,455,000 

\ 


C 

9,472,000 

12.215.000 

16.661.000 

17.241.000 

11.967.000 

10.222.000 

11.048.000 

12.642.000 

11.398.000 

15.086.000 
14,732,066 

15.316.000 

17.067.000 

20.392.000 

16.316.000 

18.196.000 
20,51 r, 000 

18.738.000 

18.987.000 

20.176.000 

20.296.000 

20.568.000 

22.962.000 

18.235.000 

17.647.000 

16.822.000 

18.622.000 

18.803.000 

21.466.000 

21.643.000 

18.487.000 

19.163.000 

17.502.000 

18.861.000 

20.424.000 

20.836.000 

19.161.000 

21. 100.000 
22,991,00a 

22.124.000 

22.561.000 

41.189.000 
«o, 716,000 

I 19,586,000 

19.912.000 

21.587.000 
23,410^000 
’^9,667,000 

26.227.000 

25.571.000 

21.314.000 

22.127.000 , 

29.281.000 

29.443.000 

31.805.000 

32.717.000 

29.474.000 
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^TABLE 3 {conHnmd)» • 

Annual i^verages^of the Transactions of the Bank tf England for the Yeai^ x844-xgoo. 

^ * 


Date, 

28 

Annual Average 
of “Other" 
Securities after 
Deducting Bills 
Discounted and 
Temporary 
' Advances. 

29 

Propor> 
tion of 
“Other" 
Securi- 
ties, etc., 
in 1844.1 
1844=100! 

30 

Annual 
Average of 
Bills Dis- 
counted. 

31 

Propor- 
tion of 
Bills Dis- 
counted 
to 1844. 
1844=100 

32 

Peppor- 
tfon of 
Bills Dis- 
counted 
toTotalof 
“Other” 
Securities 

S 3 

Annual 
Average of 
Temporary 
Advances. 

•34 

Propor- 
tion ftf 

T empo-a 
rary Ad- 
vances to 
1844. 

1844 = 100 

35 

f 

Annual Average 
of Notes hela by 
Public issued at 
the Branches. 

r 

S6 

Propor- 
tion Pro- 
vincial 
Circula- 
tion to 
Total Qr- 
1 culation. 

1844 

• £ 

5,467,000 

JOO 

£ 

2,690,000 

JOO 

28 

1 ^ 
1,315.000 

100 

6,510,000 

% 

32 

1845 

5,732,000 

JOS 

4,680,000 

J 74 

38 

1,803,000 

0^37 

7,130,000 

34 

1846 

5,788,000 

JOO 

9,030,000 

334 

54 

1,843,000 

140 

6,77o,cxx) 

33 

1847 

5,803,000 

J06 

*9,61^,000 

357 

f 56 

1,822,000 

^39 

6,530,000 

34 

1848 

6.216.000 

6.655.000 


4,289,000 

J 59 

35 

1,462,000 

111 

5,830,000 

32 

1849 

J 22 

2,590,000 

96 

25 

977,000 

74 

5,90^,000 

1 32 

1860 

6,540,000 


2,660,000 

99 

24 

1,848,000 

140 

6,260,000 

! 32 


■ 7,004,000 

128 

4,544,000 

169 

36 

1,094,000 

83 

6,420,000 

33 

1852 

7,798,000 

* ^43 s 

3,020,000 

Jt 2 

- 27 

580,000 

44 

6,940,000' 

31 

185 S 

^ 8,028,000 

146 

.6,137,000 

22S 

41 

921,000 

70 

7,810,000 

34 

1854 

* 8,007,060 

146 

6,086,000 

226 

41 

639,000 

48 

7,380,000 

36 

1855 

' 8,630,000 

^57 

6,004,000 

223 

39 

682,000 

52 

7,040,000 

'35 

1856 

8,487,000 

J 55 

6,700,000 

249 

39 

1,880,000 

i 43 

6,970,000 

35 

1867 

9,068,000 

j66 

9 , 474,000 

352 

46 

1,850,000 

J41 

7,000,000 

36 

1858 

11,101,000 

202 

4,620,000 

172 

28 

595.000 

45 

6,880,000 

34 

1859 

11,648,000 

212 

5,570,000 

207 

30 

978,000 

74 

7,660,000 

36 

1860 

11,078,000 

201 

8,091,000 

301 

39 

1,342,0c 3 

102 

7,910,000 

37 

1861 

11,136,000 

203 

6,586,000 

2U 

35 

1,016,000 

77 

7,3()0,ooo 

37 

1862 

1 1, 207, poo 

30 S 

6,239,000 

232 

33 

1,541,000 

117 

7,480,000 

86 

1863 

10,546,000 

ig2 

7,402,000 

275 

37 

2,228,000 

i6q 

7,440,000 

36 

1864 

9,703,000 

m 

8,600,000 

320 

42 

1.993,000 

J 5 f 

7,570,000 

37 

1865 

9,525,000 

J 74 

8,601,000 

320 

42 

2,442,000 

jSs 

; 7 , 720 ,CXX) 

1 36 

1866 

9,778,000 

179 

9,631,000 

358 

; 42 

: 3 . 553.000 

270 

8,480,000 

37 

1867 

10 , 575.000 

J 93 

5,846,000 

217 

32 

1,814,000 

^38 

8.610.000 

8.990.000 

37 

1868 

10,783,000 

J 97 

5,030,000 

J87 

28 

1,834,000 

W 

38 

1869 

9.163.000 

8.508.000 

167 

5,808,000 

216 

84 

1,849,000 

140 

8,860,000 

38 

1870 

JJS 

6,418,000 

239 

34 

3,696,000 

281 

8,830,000 

38 

1871 

9,554,000 

J 74 

6,411,000 

239 

34 

2,838,000 

2 IS 

9,320,000 

38 

1872 

10,622,000 

J94 

6 . 945.000 

258 

32 

3,899,000 

296 

1 9,882,600* 

• 39 

1873 

10,999,000 

20i 

7,737,000 

287 

36 

2,907,000 

220 

9,999,000 

39 

1874 

11,080,000 

201 

4,665,000 

ns 

25 

2,742,000 

208 

10,154,000 

38 

1875 

11,429,000 

209 

4,402,000 

164 

23 

3.332,000 

233 

10,383,000 

38 

1876 

— 

— 

— 

— 

— 

— 

— 

10,362,000 

37 

1877 

__ 


— 

— 

— 

4 ’ 

— 

10,274,000 

37 

1878 

— 

— 

— 





9,989,000 

35 

1879 

— 

— 

— 

— 

— 

— 

— 

10,124,000 

35 

1880 

— . 

— 

— 

— 

— 

— 

— 

9,295,000 

35 * 

1881 

— 

__ 


-- 

__ 

— 

— 

9,114,000 

35 

1882 


— 

— 

— 

-- 

— , ■ 

— 

— 

— 

1888 

t 

— 

— 

— 

1 — 

— ^ 

— 

... 

— 

1884 

— 


« — - 

— 

— 1 


— 

— 

_ 

1885 

— 

—A 

— 

“ 


» • — 


— 

__ 

1886 

— 

— 1 

— 

— 

— 

-f 

— 

— 

— 

1887 

— 

_ 

— 

— 

— 

— 

— 



1888 

— 

— 

. • — 

— 

— 

— 

— 

— 1 


1889 

' — 

— 


— 

— 

__ 



“ 

1890 

— 1 

— 

' — 

• _ 



-- 

1 

♦ — 

1891 

— 

« 

. * 

%> ” 

— 

— 

* 

— 

— 

1892 

— 

— 

~~~ * 

— 

— 

— 

— 

— 

— 

1893 

— 

— 


, — 


— 

__ 

*4 

• -- 

1894 

— 

— 

— 


— 

— 

( ' 

— 

— 

189 ^ 


— 

' « { 

_ 

‘ — 


__ 



1896 


— 

e 

— 


— 

t 

•k 

— 

— 

1897 



» It — 


__ • 



— 

* _ 

1898 

— 

— 

— 

— u 

— 

__ 

— 

e * 

_ 

1^9 

. — 

— 

— 

— 

— 

' — 

— 

* 

—i 

1900 

— 

— 

— 

. 4 

— 

— 

— 


- 
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‘ TABLE 3 {continued). 

Annual AvA-ages of the Transactidis of the Bank of England for th^ Years ^[844-1900. 


37 1 

38 1 

S3 

40 { 

41 

42 

43 

44 

45 


46 



Propor- 

S^nnual Average Uw*' of 

Kntfts held T^don 

e' 

AnnuaWAverage 

Proper- 1 
tion of 
Notes 

Annual A^rage 
of 'I'otal Coin 

Propor- 
tion of 

Propor- 
tion of 
Bullion 

Proper- 
lion of 
Bullion 

Proportion of 
Total Bullion 
Col. 41 

Annual 
Average of 



Circula- 


held by 

Rin Hullion 

Bullion 

Col. 41 

Col. 41 

to Liabilities 

Minirnum 


in London. 

tion to 


Public 

held by ifcc 

to 1844 . 

to Lia- 

to Notes 

Col. 11 and 

Kate 

ot_ 


.Total 


to 1844 . 

Bank. 

’44 — 100 

bililies. 

heh^kby 

Notes held by 

Discount. 



Cir’lat'n 


’ 44 =Too 



Col. 1. 

Public. 

Public Col.39. 






\ 

L 




% 

z 

% 

£ 

•s. 

d. 


1^^740,000 

68 

20,250,000 

100 

14,664,000 

700 

103 

72 

42 

2 

10 

0 

1844 

13,544,000 

66 

20,674,c^>iD 

102 

15,243,000 

104 

93 

74 

41 

2 

13 

8 

1846 

13,482,000 

77 

20,252,000 

100 

14,785,000 

10/ 

73 

73 

36 

3 

6 

6 

1646 

12 , 593,000 

66 

10.12^.000 

94 

I 0 , 428 , 0«0 

7 ^ 

08 


30 

5 

3 

6 

1847 

12,256,000 

68 

18,086,000 

Sq 

13,872,0(X) 

9 S 

87 

77 

41 

3 

14 

5 

1848 

12,538,000 

96 

i8,438,0(X) 

9 ^ 

15,161,000 

J03 

88 

82 

42 

2 

18 

7 

1849 

1 3f 188,000 

68 

19,448,000 

g6 

16,636,000 

SIS 

88 

86 

. 43 

2 

10 

I 

1860 ^ 

13,040,000 

67 

I9,468,cx)0 

g6 

14, 564, OCX) 

99 

82 

75 

39 

3 

0 ‘ 

**0 

ICol 

14 , 970 , 00(5 

69 

21,910,000 

loS 

20,587,00^) 

140 

102 

94 

• 49 

2 

3 

0 

1862 

14,792,000 

66 

22,602,000 

III 

1 7,“; 16,000 

119 

90 

*78 

41 

3 

13, 

,10 

1853 

13,308,000 

64 

20 , 688 , OCX) 

102 

13,997,000 

95 

89 

63 

38 * 

5 


3 

1864 

12,790,000 

65 

10,8^0,000 

gS 

14,181,000 

97 

80 

71 

38 

a 

17’ 

10 

1866 

12,697,000 

65 

I 9 , 6 ?) 7 ,ooo 

97 

10 . 032,000 

75 

66 

56 

30 

6 

1 

2 

1856 

12,467,o<X) 

64 

19,467,000 

96 

10,118,000 

6g 

57 

52 

27 

6 

»3 

3 

1867 

13,368,000 

66 

2o,248,OCjO 

roo 

17,847,000 

122 

86 

88 

43 

3 

4 

7 

1658 

13,666,000 

61 

21,326,000 


17,928,000 

122 

80 

84 

41 

2 

14 

7 

1869 

13,342,000 

6;{ 

21,252,000 


I‘;. 230 .OUO 

104 

73 

72 

•36 

4 

3 

7 

1860 

12,602,000 

63 

19 , 0 Q 2 ,CX 3 O 

99 

1 3,009,000 

Sg 

71 

65 

34 

5 

5 

4 

1861 

13 . 355.000 

6‘1 

?o,835,cx)C‘ 

lOJ 

)6,38o,<X)0 

112 

73 

78 

38 . 

2 

10 

7 

1862 

13,224,000 

64 

20,664,000 

\ 102 

14,567,000 

99 

66 

70 

34 

4 

8 

2 

1868 

13.03S.000 

63 

20,605,000 

i /0.0 

13,482,000 

92 

65 

65 

33 

7 

8 

0 

1864 

13,397,000 

64 

21, 117, OCX) 

IO.f 

14 546,000 

99 

68 

69 

34 

4 

15 

4 

1866 

14,679,000 

63 1 

23,159,000 

114 

14,887,000 

10! 

65 

64 

33 

6 

*9 

0 

1866 

14,828,000 

63 

23,438,000 

u6 

21,353,000 

J 15 

82 

91 

•13 

2 

10 

9 

1867 

14,9^2,000 

62 ! 

23,932,000 

\ jiS 

20,838,000 

142 

81 

87 

42 

2 

I 

11 

1868 

14,623,<X)0 

62 

23 483,000 

nd 

18,825,000 

12S 

79 

80 

40 

3 

4 

2 

1869 

14,497,000 

62 

23 327,000 


j 20,776,000 

142 

79 

80 

42 

3 

2 

0 

1870 

15,096,000 

62 

24,41 6, cx)0 

120 

23,588,000 

iOj 

81 

96 

44 

2 

17 

8 

1871 

lS,64l,t)0% 

•61 

25,523,000 

126 

22,585,000 

J 54 

77 

88 

41 

4 

2 

0 

1872 

15,685, 0(X) 

61 1 

25, 645, OCX) 

126 

22,065, OCX) 

'54 

78 

88 

41 

4 

15 

10 

1873 

1 /6, 110,000 

62 : 

20,261, OCX'. 

ISO 

22,294,000 

'52 

87 

85 

43 

3 

13 

10 

1874 

16,963,000 

62 

27, 346, CK 0 

1 KIS 

23, 923, OCX) 

163 

90 

88 

44 

3 

4 

8 

1876 

17,371,000 

63 

- 7 . 734,000 

1 f 37 

28,695,000 

i(/) 1 

93 

104 

49 

2 

12 

I 

1876 

17,621,000 

63 

27,895,000 


‘25.374,000 

'73 

88 

91 

45 

2 

18 

0 

1877 

18,068,000 

64 

28,058,000 


23.952,000 

1O3 

82 

85 

42 

3 

15 

8 

1878 

19,111,000 

65 

29,212,000 

144 

32,452,000 

220 

88 

111 

49 

2 

10 

4 

1879 

1^,620,000 

05 

26,915,000 

^33 

27,636,000 

iSS 

83 I 

103 

46 

2 

15 

4 

1880 

I 7 , 226 ,<X )0 

65 

26,321,000 

IJO 

24,580,000 

167 

7 ? 

93 

42 ; 

3 

10 

0 

1881 


— 

25 985,000* 


21,(jg2,000 

'49 

74 

84 

39 * 1 

4 

2 

8 

1882 


— 

25,568,000 

126 

22,227,080 

* 5 ' 

74 

86 1 

40 1 

'3 

II 

4 

1883 


— 

25,358,060 

Vf 1 

22,907,000 

'50 

73 

•90 

40 

2 

19 

I 

1884 

— 


24,667,000 

1 27 * 

1 24,173,000 

164 

75 

98 ^ 

41 

2 

17 

7 

1886 


— 

24,659,000 

j 772 

21,0X8,000 

'43 

72 

85 * 

38 

3 

I 

0 

1886 


— 

24, ',50,000 

1 120 

21,779,000 

:4s 

74 

89 

40 

3 

7 

0 

1887 


— 

24,283,000 

r20 

20,770,000 

141 

66 

•85 

37 

3 

• 5 

II 

1888 1 


— 

24,38^,000 


21,410,000 

146 

65 

88 

37 

3 

10 

11 

1889 


— 

24,561 000 

.22 

2i,8“8,cx)0 


65 ] 

89 

<68 

4 

10 

5 

1890 




124 

<24,303,000 

. 

^3 I 

97 * 

• 39 

3 

5 

2 

1891 



25,863,000 

I2S 

25,519,000 

' 74 * 

70 * 

99 

41 

2 

10 

7 

1892 

___ • 

— 

25,858,000 

128 

26,425,000 

iHo \ 

, 73 

102 

43 

3 

I 

0 

1893 


— 

2^,202,000 

I2S 

34,309,0^(2 

^234 

83 

136 

62 

2 

2 

3 

1894 

— 


25,815,000 

l^S€ 

38,951^000 

26* 1 

y 

151 

52 

2 

0 

d ) 

1895 

— 

— 

1 


44,334,000 

302 

•74 

168 

51 

2 

•9 

8 

1896 


— 

27ff98,ooo 

€34 

15 , 571,000 

H42 . 

71 * 

f 31 

46 

2 

12 

8 

1897 



^, 447,000 


33.561.00% 

22g 

67 

122 

43 

3 

4 

10 

1898 


— 

*7,878,000 

13s 

32,268,00(5 

220 

65 

116 

41 

3 

15 

0* 

1899 



29, 396, OCX) 

145^ 

33 , 321 , 00(7 

2S7 

6' 

114 

42 

3 

19 

6 

1900 
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The principal Divisions of the Accounts 
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Effect of Chincse-Japanesc Loan, 1895-6 18 
Lia])ilities of thq Bank . , -19 

The Reserve . . . 19-20 

Proportion ,of Reserve to Liabilities . 20 
Bankers’ Balances , . 20-22 

The Note Circulation . . 22-23 

The Bankers’ Balances and the Reserve 23-27 
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Bankers’ Balances with Bank of England 
represent “ Till Money ” . . 23 

Table showing Proportion of Reserve to 
Liabilities, and of Bankers’ Balances 
to Reserve, 1846-77 . . . 24 

Examination of this Table . , , 24 


PAGE 

Deposits, etc., of the Bank during panics 
of 1857, 1866, and 1875 • 24-25 

Amounts of “Other Deposits, Balances 
of London Rankers, Other Sccuritias, 
and Reserve ” during times of pressure 
in 1875, i 89 <^ • • ^5 

The Baring Crisis, 1890 . . . 26 

The Other Securities, their increase since 
1844 . . . . 27 

Bills Discounted, amoaiiL not known now 28 
Mr. Thomsf'.i TIankey on “Bills” and 
“Mortgages” . . . 29 

Average of Coin and Bullion . 30-32 

Issue Department, compelled by Act of 
1844 to receive all Gold Bullion brought 
to it . . . . 30 

Bullion held sometimes larger in amount 
than notes in circulation . 31-32 

Average Rale of Di>,count . , . 32 

Divergence lietween Market Rate and 
Bank Rate, 1845-1900 . .^32 

Table 4. — Annual Averages of Rank Rate 
and Market Rate, and differences be- 
tween them . . • • 33 


We will now proceed to examine l able 3, pp. 11-15, which 
is drawn up for the purpose of assisting us to understand 
the operations of the Bank of England by placing before us a 
complete summary of its puHished accounts, from the year 
1844 to the close of the year 1900. These arc stated in 
a series of annual averages. To each of the columns of 
amounts which the statement contains columns of propor- 
tional figures have been added, which show at a glance ^he 
proportion which th^ a/nount for each year bv^ai'^ to 1844. 
This method of exhibiting the development of the business’Tvill 
Ipe found convenient by- the reader, who is thus enabled to 
compare at one view tlie whole o^ the operatibixe of the Bank, 
The Bank of England has* the largest paid-up capital of any 
' ‘ 16 
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bank in the world, being ;^i4>553»ooo ; the Rest,’' or accumu- 
lated tTftid undivided prolit, averages about 3 miljipns more. 
The total capit^J belonging to the Bank is therefore about 
17^ millions. 


Notes Issued, Specie and Serurities in Issue Department, 

Col. I of Table 3, p. in, shows the average amouni of' 
“ notes issued ” as given in die weekly returns of th(! Bank. The 
securities held in* the Issue Department* are entered in col. 3, 
the notes held in the Banking J lepartmeni in col. 7. A larger 
amount *than that held by the Lkink is always in the hands of 
the public. The notes issued iii the branchy ^u-e given Th 
col. 35. [). 14, and those issued in London ni col. 37, p. 1^5. 
TMie notes cannot be .se[>tirated thus later than i88t, a^^ tl’fis 
information has not been supplied further. The total amount 
of the notes i'j tiv* handr, of the public is given in col. 39, p. 15. 
The notes held by the Bank are .liso iiiciuded together with the 
specie in the Banking Department in the amount of th(;,rescrve 
of the Bank, col. 21, p. 13. d'he total specie held by the Ikank, 
both in the J.ssue and bankaig De])artments, is shown in col. 41, 
[) 15. The notes held by th(‘ Bank hav(; increased proportion- 
<i'!y more than tlu .e entered as ‘D.ssucd.” Theso have 
incrf!ased in proportion morc^ than those lield by the public, as 
cols. *^2, "8, and 40 show. The bullion in the Issue Department, 
cols. 9 and 10, li.is increased in proportion more than the notes, 
cols. 2, 40. The .securities in the Issue Department, cols. 3 
and 4, have ma increased his much. Hence the proportion of 
notes issued against bullion is larger, and that i.ssued against 
securities is generally less in 1900 than in 5844. 


To tat DeJ\).>its and Bank Post Pills, 

Col. 17 of Table 3. p. 12, criutains the yearly averages 
of the total deposits of the Bank of England. These are 
no>y^i a usual •way iTeady ^our tinves a?; iar^e as> in 1 844. 
Col. 18 the* proportion of the, deposits in each year 

to :c 644 ^nd the ‘'r progre.ss ea(;h yCat*. Occasionally, as it 
will be seen by the table, the pfogres?> Kas not been uniform,* 
but, on the w^bfrte* it ,is c^itii^uous.. Cols* >3 and 15 show 
the aversiges of the public deposift; and of the private deposits. 
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The monthly fluctuations of the bullion in the Issue Depart- 
ment* at;e given in Table 7, p. 71, arid those of the LiS.bilities 
and the Reserve in Table 11, pp. 82, 83. The figures were 
largely affected in the years iSgs and 1896 by the paj^ments 
m^de by the Chinese Government to that of Japan, A Chinese 
^ Loan was negotiated at Paris under a Russian guaranteedn the 
latter half of 1895, some ;^8,ooo,ooo having been paid over in 
October, and the remaining ^5, 000, 000 in the month of^ 
November. The private deposits of the Bank had risen from 
an average of about ;^30,ooo,ooo in 1893 of ;^33,ooo,ooo 
ia 1894, to more than ;^40,ooo,oo in 1895, 000, 000 in- 

1896. The }3,(X)0,ooo lodged on account of the Japanese 
Government with the Bank was principally paid in bills, only a 
sinali part having been forwarded in specie. This immense 
sum practically never left this country ; a small part was under- 
stood to have been repaid, as it came, in specie, but the 
remainder was employed in the building of ships, the purchase 
of naval and military stores, in these and other ways giving em- 


ployment here. It does not appear to figure in the accounts of 
the Bank after the spring of 1896. The public deposits, col. 13, 
p. 12, are considerably larger now than in 1844, but the increase 
in them has been by no means so large as in the total deposits. 


Col. 14, which shows the proportion of the annual average to 
1844, makes this point very clear. Col. 15 contains the annual 
average of the private deposits, and it is in these that the 
largest increase has occurred. In 1000 they were five times as 
large as in 1844, having been in 1896 six times as large. 
Col. 16 shows the proportion in each year; while the growth, 
has been continuous, it has not been uniform. The amounts 
held during the last ten years* show a very large increase, and 
examining thic column gives a better. idea of the growth of the 
business than 'any other statement thav can be put before the 
reader. Col. 19, p.' 1 3, shows the annual averages of the London 
Bankers’ Balances lrom“i844 1877* the last year inVlWch 
they were published. Thdse are included*" amdhgVffe private 
deposits shown in coir 15. The increase in them durin^the 
•period for which thcjn'formatiOn is gi^en was far larger than 
that of any odter branch of the ^business M ^-ihe Bank-~4:he 
increase in them between 18*44 1877 having be^h nearly 
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tenfold. The growth iSince 1877 has certainly been far larger. 
This subject will be dealt^with more fully later on. • ^ • 

Col. II, p. 12, contains the yearly averages of the total 
liabilijies oftho Bank of Englahd, including under this head the 
amount of the deposits and of the Bank post bills. From this 
point of view we need not take the Bank note circulation infb, 
account, as that concerns the Issue Department and not the 
’ Banking Department of the Bank of England ; the only lia- 
bilities, therefore, which have to be taken into consideration here 
besides the deposits, are the seven-day and other bills. These 
•last have declined in amount greatly since 1854, the last ye4?r 
in which they were over ^1,006,000. From averaging more 
. than ;^i,ooo,ooo in 1844, they have diminished to fess than 
;^300,000 in 1^0. Hence it has not been thought necessary 
to tabulate the amounts of the Bank j)ost bills separately. 
The} are included with the public and private deposits in 
col. 1 1, p. 12. During the time under notice a very considerable 
increase m th(i liabilities of the Bank on deposits has taken 
place. The liabilities, which averaged about 14-J millions in 
1844, averaged more than 50 millions in 1900, having thus 
much more than tri])led in the course of that time ; this growth, 
as will be seen by a reference to coi. 1 2, has been gradual and 
continuous. It was not till i860 or 1870 that the average 
deposits of the Bank jiiuch exceeded its capital ; even at the 
present date the deposits are rarely ecjual to four times the 
amount of t’ne capital. {5 unusually strong position 

for any bank to occupy. The capital of most banks bears 
•generally a much smaller proportion to the deposits. In 
Scotland the proportj^on has on average been of late jears 
14 per cent. In Ireland it is from 19 to 20 per cent. In the 
United Kingdom gcnerali)^ the average is 15 pei^cent., though 
with many banks it is aistinclly higher.* The position of the 
Bank^f England in this respect is unusually and exceptionatly 
strd!^ 

The Reserve, 

fn a similar manner, thouglHiiol hy any means in a like 
proportion, the av|Drage reserves has increased. The anmial* 

* Set auicies yn the “ Progress *of Banking,*' numbers for January, February, 
April to June in Ba7iker^ Magazine. Published by^Water^ow and Suns, Limited. 
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average of the reserve, with a staferfient of the 'proportion 
each ycxr«iJcars to 1844, will be founa in cols. 21 and 22, p. 13. 
The average reserve, from being 8i millions in 1844, has 
increased to nearly 21. I millions m 1900. In col -*2 3 Us gwftn the 
average ];)roportion of the reserve to the liabilities on deposits 
r and Bank post l)ills. This is generally very cpnsiderabfe. It 
has been as high as 63 per cent, in 1852, and again in 1894; 
it was as low as 30 per cent, in 1S66. It rosCfin 1867 to 49 per* 
cent., and has si^<ce fjev(T aveinged less than 37 per cent. This 
proportion was markcxl in 1878. lint the reserve has sometimes 
been comparatively low of recent years, and the pro[)ortion was' 
only 43 per cent, in {899-1900. In looking down col. ^3. a 
distinct,'' though gradual, diminution in the proportion of the , 
reserve to the liabililiiis beconu'S obvious. And it is not only 
the proportion of the reserve to the liabilities which has altered ; 
the character ol the dcanands w.hicli may be maaki upon the 
res(;rve has, during the last twenly-l'ive )cars, undergone a 
great, though a gradual alteration. This is indicated by the 
great increase in the b<ilances which the London l)ank(irs have 
kept with the Bank of Itiigland ; these amounts are more likely 
to be drawn on severely and sharjily in a time^ of pressure than 
any other money kept with the Bank of England. 

We will now proceed to consider th(‘ amounts pf these ^ 
balances, the pro]3ortion which they bore to the la serve of the 
Bank of England between the years 1844 and 1877, and their 
position at the present time. . 

Bankei's Balances, 

Col: 19, p. 13, contains the annual average of the London 
bankers’ balances from 1844 to 1877, when the publication ceased. 
In these there was, as long as the published figures allowed the 
matter to be traced, a very considerable and progressive in- 
crease, far larger than the increase in the reserve itself. The 
particulars pf diiS ai;e i^ot given in the weekly statements, ^nd 
it is only the returns* published by order of tSe’^Ipuse of 
Commons which sppply* this valuable information. ^The 
‘ average amount of each year," which was dess than i million 
in 1844, had becorhe more than p^Tmillbns in^Syy, the latest 
date to which the information can be given. By the" balances 
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of “the London bankers,” it is understood that the balances 
of “tlfe clearing banker?” arc described. There, are, there- 
fore, doubtless other amounts than these belonging to bankers, 
and really forn]ing a portion the general reserve of bankers 
with the Ban 1 <. There arc now many important banks localed 
in th(i metropolis, besides the London banks pyo])erly so calledi 
among which are Scotch b?mks, Irish banks, Colonial bafiks, 
and many foreign banks. Most of tlu\se do /large businesses 
in London, and douhtle.^s keep^ corrc'spdiiddng sums of money 
in leservc!. Ti^erc are also Lnp' sums of moucy kept with 
»the Ijranchc's ol the Lank ol lardand at nlpmchester, at 
Liverpool, and elsewhe re, b\ provincial hanj<s, ^vhich often 
do business oe u large ,s(.\de, ouae ('(snpieaa'ii^le ustb that of 
inamy London jainks. I'la- s .tre all, properhy speaLiifg, 
“hankers’ beJa’a'^v," an.e th>' aes.oe, t;> bei vy kept for t!ie same 
])urg.'-’,e, :.h(;a: ! !'v‘ iea! ; i ■! in die ’uars' .^talvunent. We can, 
I'K'Wever. onis d- d w'cd; the ..'.^aes ;is sLited u'* the [a[])Iishcd 
r('tiifns, i’lr' intrea'. * < f o ’agio-, w'.s pu'^rv. and, 
so long <ls il o'cmd ‘d, je.ocmshdi 'e a. f.;r mfjre rapid 
pi'or>ortion them b'_- ]x se »( llu reserte of the bank of 
England its^ h or (d :my (»bier 1 rT.d) <'( its business. Col. 20, 
a. 13, cimtaiiis the jooe-oiim a wl’.ich lly l/ii iiuaee of th- London 
bankers l^s'c dinmy; ( sm vt.a- n, their cie.ion:'/ in 1844; this 
erar>Ies us tst ohoir :h<‘vr lie. 4'a ..*■ sy; Wiih fachily. In coL 25 
tin. ]T<)]-or;ion jss ^>S iIk' aver: g‘ luiidcers' ba!:inces to the 

reser\ ‘' is :;r\H n. Imom being ual) n per ( ent, of the total 
res'.a've in Jhp;, il/e progorliun iiicivascd to 93 [)er cent, in 
, i<S66; ;in(h th.oueh il did not .elways remain at th.at high 
ligiire, il was inoie; tlfu" 75 p^r cenL iif the* \aairs 1H73-77, 
Tims, from ixang Ixil* ' anall Iratliuii ol tlie reserve in the* early 
years over w'hich iha:*tajde '‘xt(*iids, the amoin^jL increased to 
being c(]ual to threeajuaalers oi tit ' everage res(!rve at the date 
last mentionecL Coi. 2 1 shows i!m prm-oriic 1 •which the reserve 
have bo’^ie 10^ th(,‘ 1 * ihilities df tht^^jJj^iiker^’ balances 
had not included. It shows havv* Urgely the bankers’ 
balances assist ta keep up the aynoufit'of the resources of the 
Bank, it is the practice* of the* Lendon* banks to keep theit 
principal ic'X'vvtr Jgaiyst inwnefliate demands with the Banlv of 
England, as •being the easiest aitd safest plan. And as their. 
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business has extended/ so they have also increased tlje balances 
to thp credit of their accounts with t{e Bank of England. As 
far as the connection between the two can be iraced, it appears 
that the amounts of the bankers’»balances (the bankers’ reserves) 
were, when the publication of the amounts ceased, much larger 
ip proportion tOr their liabilities than they had been twenty-five 
' years before ; while the proportion of the reserve of the Bank 
of England to its own liabilities was somewhat smaller. This 
subject is so impor^knt that it is dealt with separately in 
Chapter III., p. 34. No doubt a very considerable portion of 
the increase in the balances of the London bankers is due tOr 
the necessity ofjiolding larger sums at the Bank of England, 
consequent on the development of the Clearing House system, 
and the admission of the principal London joint stock banks to 
that establishment, arranged in the years 1853 and 1854. 


The Note Circulation, 

The effect of the alterations consequent on the admission of 
the Joint Stock Banks to the London Clearing House may be 
traced in the diminution of the metropolitan note circulation of 
the Bank of England about that time. The annual averages of 
the notes held by the public issued at the branches and in 
London are shown in cols. 35 and 37, pp. 14, 15, of this tablb*^ up 
to the close of the year 1881. Since that date no information 
has been published on this subject. Between 1844 and 1875 
the provincial circulation had increased more rapidly than the 
circulation which centres in London. If the same course has, 
been followed to the present time, nearly half the note circu- 
latiori'of the Bank of England now proceeds from the branch 
offices. As m.entioned above, a distinct diminution in the metro- 
politan circulation, given in col. 37, p. .^5, is observable about 
1855. And from* that date also, following on the admission of 
the joint , stock J:ianks to the Clearing 'House, the projTO^n 
borne by the balanced ofnhe London bankers to tlw^Nifeserve of 
the Bank of England, which had not ever previously excee^ded 
po per cent, of that' r'esCx've, rbse till, ^as previously mentioned, 
th^' bankers’ balanc^s*^became, between 1873^31*4 7877, usually 
about three-quarters of the reserve. The total amount held by 
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the public and the proportion to that'in 1844 are shown in 
cols. 39 and 40, p. 1 5. ithe note circulation and the bullion in 
the Issue Deparfment are stated in Tables 6 and 7, pp. 70, 71. 

• • 

The Bankers' Balances and the Reserve, ^ 

The enormous amounts, as 109,1 43, cxx>i May 15, 19OJ, 
which pass through the Clearing House, especially on Stock'Ex-* 
change “settling days,” when totals of 60 millions, 70 millions, 
and more are often cleared, leavj large dif(iprei\ces to be adjusted 
through the “ clearing bankers’ ” account with the Bank of 
r* England. Due preparation has to be made to me^t these differ- 
enc«s, and very large amounts aue required on thes« occasions. 

What is ppid away by one bank in this’ manner, is, how- 
eVer, received^ by another. The “ money ” remains equally 
with the Bank of England, whether it stands to the credit of 
one bank or of another bank. Taking the amounts held on 
deposit by the bankers in London into consideration, and the 
demands which may be made on them on that account, it 
would appear that the balances which they keep with the 
Bank of England rather represent what should, with strict 
accuracy, be called their “Till Money” than their “Reserve.” 
“Till Money,” as everyone concerned in banking knows, is 
the amount which every banker is bound to keep close at 
halul ready to meet the calls of the moment, as cheques are 
presented over the ’ counter. An adequate supply of “ Till 
Money ” is indispensable to the proper conduct of a banking 
business, but it cannot be looked upon as a “ Reserve.” A 
, “ reserve,” though equally needed to meet immediate calls, 
must be on a far Jarger scale than the Tnere amount of cash 
necessarily held in tli*e “till.” A^d taking into consideration, as 
just mentioned, the v*as^ amounts of deposits h^ld by London 
bankers, and the demands whicii may be m^tde on them at 
any time, the balances they keep with the ‘Bank of Englpind 
n^sifbe considdVed aJ the cash needed foi-^injmediate require- 
ments— is to sa) , the “Till Mdhoy ” — transferred for 
convenience sake to the custqdy^ of 'the Bank of England, 
rather than a really adgiquate* bankiifg l-d^erve. 

. The graw‘th^an 4 dewelofment. of the tondon banKers’ 
^balances and the* proportion th^ stood in to the reserve of 
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the Bank of England ‘will be clearly shown if we divide the 

period from, 1846 to 1877 into four gn)ups of eight yea A. each. 
This comparison cannot be carried later than the year 1877, 
because that was the last year* in which the j^meunt of the 
bankers’ balances was published. The averages are* as follows : — 



J'ruportn;»j jicr C-‘nt. of 

Statement fur years 1846-1S77. 

Rescivt (,f Itank of 


Liiplanil to I ial.iruie,. 

Averages of the years ^ 846-13 . . . 

^52 per rent. 

„ „ ng4-6i 

43 

„ „ 1862-69 

42 

„ i87t>-77 

45 . 1 


I’roporlion pt;r Cent, of 
IJankcrs' to Reserve 

of Bank of Kni^Iand. 


21 ])cr cent. 
45 

60 f, 

70 


• In the earliest group, the: proportion of tlie reserve was 
mbrt? than half the liabilities. This projjortipn, it will be 
seen, on the whole declined, while tin* proportion which the 
balances of the London ])ankcrs bf)re to tne bonkinc^ reserve 
itself steadily increased. Hiough die ]>rogre.s.^' oi ilie oalances 
of the London bankers kejit with the ikiiik of LiajJand cannot 
be traced through any publislied staLeinents beyond the year 
1877, yet it is well know’n that they are far larger now than at 
that date. And as these amounts rin* included among the 
total deposits ol the Bank, it becojnes clear how verv consider- 
able a part of the increase of those deposits is due to tills source. 
The general effect may be seen by comparing t!ie ligure*r in 
col. 17, p. 12, with those in col. 19, p. J3. It jniglu be .bought 
that these dejiosits waiuld be the most certain to diminish in times 
of pressure, but, oii the contraiy, they are certain to risc^ at such 
a time. Thus th(?y greatly increased during tlie panics of 1857 
and 1866, Between ttie 4th and the 25th of h^ovember, 1 S57, the 
bankers’ balances^ increased 2 fnillions ; rising from >^3, 400,000 
on the 4th N.2vember, to 400, 000^ oh the 25th November. 
In 1866 the action of the bankers was* more rapid. On the 
9th, May, 1866, the^r balances were ,^^5,000, 000 ; by the i6th 
— that is .to sa^jfi one week — the tfmount had iucf?a!fed 
nearly 3 mtll ions, *t lie ^ figorcs being Beyond 

doubt, a great portion bf*tlie^e sums had been derived ffiom 
the Bank of England^ itself, as the temporary advances during 
thal time increa-^^ed. nearly. 5 miriioits, an^l tlTe"?w*;*4>unt of bills 
^discounted also increased to* about the safmc efxtent. The 
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reserve of the Bank of England had*diminished during the 
same tTme, from the 9th Co the i6th May, more thaii.4^millions, 
from 900,000 on the earlier date, to ^700,000 on the later. 
A gr^at portion of that amoiJ!it had undoubtedly been drawn 
by the London bankers. The immediate response to the tall 
of necessity speaks very well for the manner in which the 
reserves of money at short dates were placed, for the prud&nce 
with which the l^anking business of the country generally was 
carried on, and also for the liberality s^own, by the Bank at 
a period of great national peril. 

A more recent instance of the manner in which the balances 
of the London bankers are increased during lu timt! of anxiety 
was shown in the year 1875. On May 31st* in that -year the 
failure of Mes^srs. Sanderson and Co., die Discount Brokers, 
of Lombard Sireet, was announced simukaneously with that 
of the Abe'rdart* end Idynnaith Iron Coinjxinies, some anxiety 
having exise d ior a shert lime previous; and on June 15th 
the bankre])tcy of Messrs. A. CMIie and Co. took place, 
accompain(vl wiili tlie downfall of a host of minor traders 
who were invoKc'd. in tiv ir ruin. 

Thc‘ iiiiiuiSiCe of tlve^e (iveiits on the balances of the 
London Linker-. \w'm very remarkable, J'he particulars are 
as folic ws 

y 
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Reserve, 
Notes and 
Coin. 


/: 

8.399.000 
8,>jo4,ooo 

9.159.000 

70 . 344.000 

10.076.000 

11.061.000 

12.385.000 
13,072.^00 




A vet^rect rise also took place jn the “otfier” deposits 
of the Bank of England in Ootohet, *1878. On the 2nd of 
that month the s|oppag6J of the City* oj tilasgow Bank was 
announced. ^ Tlw mgvement *in th« “.other ’deposits of the 
Bank, consequent hn this event, fl^as as follows : — 
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b'aNK of ENGLAND-. 

^ ^ J , _ 



Other Deposits. 




Other 

Securities. ^ 


Reserve, 
Notes and Coin. 

>878 

£ 

Sept. *5 = 

£ 

Sept. 2 S = 


September 25 . . . 

20 , 087,459 

JOO 

17 , 333,000 

ibo 

12 , 254,000 

October 2 . . . 

21 , 938.505 

log 

20 , 028,000 

116 

10 , 772,000 

... 9 . . 

25 , 967,071 

isg 

20 , 930,000 

121 

10 , 2 ^ 5,000 

. „ 16 

27 , 321,433 

/J7 

23 , 024,000 

c^33 

8 , 517,000 

„ 23 . . . 

27 , 859,388 

^3^ 

23 , 312,000 

^35 

9 , 166,000 


A large porUon of this increase in the deposits was at- 
tributed at the time to additions made to the bankers’ accounts, 
but as the particulars of the London bankers' balances have^ 
not been published since 1877, the details have not been made 
public. A similar movement was observable in November, 
1890, and it is desirable to recapitulate the circumstances. THfe 
announcement of the involved position of Baring’s was 
made by the Bank of England on Friday, November 14th. 
The Bank' rate had been raised to 6 per cent., as a pre- 
cautionary measure, on November 7th, which was Friday — a 
very unusual day for a change, the regular day being, as is 
well known, Thursday, the Court day at the Bank. It was 
nearly a week before the City generally was informed how 
matters really stood. On the afternoon of Friday, November 
14th, a meeting of leading City men was held at the Bank, and 
a guarantee commenced, which, at a further meeting held* oirthe 
15th, was brought up to the amount of ;^8,ooo,ooo-/‘9,ooo,ooo 
required to stave off a forced liquidation. In the next return 
of the Bank of England the “other” deposits had increased 
;^6,ooo,ooo, which may hence be concluded to have been^ 
added to their balances by the bankers between the 15th 
and the 19th. The following* statement ''shows the course of 
events : — ^ 

% BANK OF ENGLANq. 


• ‘ • 1 

1 Other Deposits. 


Other 

Securities. % 


Reserve, 

NotMeandH^in. 

1890 * * 
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„ 12 . . . 

.19 

* 26 . . . 
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10 . . .* 

’ „ 17 . . . 

• £ • 
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32 , 643,000 
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*114^ 
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23 , 128,000 
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3 ^ 136,000 

♦ 29 , 920 , 0 (j[D 

27 , 517,04 

27 ,^ 3,000 

28 , 603 , 0^0 

Nov. 5 S 
100 
108 

m 

i2g 

n 

1*4 

£ 

117206.000 

ii,i05,fX)0 

14 . 552.000 

16 . 503.000 

16 . 673.000 
, i 7 ,oo 7 ,(fco 

16 . 763.000 

L 
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In all these periods o( pressure the Increase in the other ” 
deposits has been accompanied by a generally cQrj*ejpanding 
increase in other securities. This indicates that in round 
figures what has been borrowed from the Bank, or a great 
part of it, has been deposited with the Bank. The columns 
of proportional figures enable us to trace this point. Pari 
passu the increases in the ewo columns, of the other deposits 
and of the other securities, balance each other. 

Information at the moment jyould haN^e boen very valuable, 
as this ^would have helped to allay needless alarm. Suitable 
precautions against danger sometimes prevent, that danger 
from becoming serious, and on such occasions it, is very desirable 
that the extent of the precautions taken should be known. 

The Other Securities. 

The annual average of the “ other securities held by the 
Bank of England is given in Table 3, col. 26, p. 13. Col. 27, 
which accompanies this, shows the gradual growth of these. 
The amount was, roughly, three times as large in 1900 as it was 
in 1844. 1 have not thought it necessary to tabulate the Govern- 
ment securities held by the Bank, which are at the present date 
of writing (November 26th, 1902) about ;^35, 700,000, being : — 

Government Debt and other Securities in Issue /^n,oi 5,100 
Iteparinient . , . . \ 7,i59>9oo 

18,175,000 

Government Securities in Banking Department . . 17,512,457 

^ ^35, 687, 457 

The “other” securities in the Issue Department are included 
in this statement, since these are Parliamentary securities, 
like the “ Governpient debt.” These iTave increased from 
^2,984,900 in 1844 iti 1902, the increase arising 

from the additional aihoynt of note issue alloweai^to the Bank 
on securities through <he contraction of the English country 
note circulation. This subject, the importance of which is 
scipre^y^ gener?lty rec'bgnised, is referred^^ln^ Chapter XXL, 
p. 217. Cal. 20, Table 3, contains onjy'the “othSr” securities 
held m the Banking DepartmenJ:. , LiAle is now known as to 
the details which|make,up these securities, but the bills disr 
counted l^y 4he Bfnk ^nd the femporary advances are inclu&ed 
among then?. IVftre informatioh on these heads was given*, 
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up to the year 1875. ‘ I have tabulated this infomnation in 
cols. c8, 30, and 33 of Table 3, p. 14. Col. 28 shows the 
amount of the “other” securities which would remain after 
deducting the bills discounted ^and the temporary advances 
froiii the total ; and col. 29 gives the corresponding propor- 
tion for each ye^ar from 1844 ^^ 75 - More than half the 

“other" securities thus appear always to have been of a 
fixed character during the periods over whicl:| our information 
extends. Col. 30 shows the annual average of bills discounted, 
and col. 33 the annual average of the temporary advances 
m^de by the, Hank. The amount of bills discountcxl shown, 
in col. 30 'iias, at limes, been large, and it has tluctu^ited 
greatly. ■ It will be seen that the largest amounts were in the ^ 
years when pressure on the money market w^ls tlie highest, 
as in icSgG, 1S47, ‘^ 57 ’ CS60, i86p 1065. 1866. d'o facilitate 
examination into this ])oint, and for convenienci' v f reference, the 
annual average of the minimum rate of discount Ines bc:en given 
in col. 46, Table 3, p. 15. 'Fhe rate chaj'ged at the bank is com- 
pared with the market mte in Table 4, \). 33. d'liis subject is 
dealt with separately, as the siaUmient of the market rate could 
not conveniently be l)rought into the analysis oT the accounts of 
the Hank. When the rate of interest has been qulic low, as in 
1844, 18^9, and J850, the amount of bills discount', d was small. 

It will l)e seen from Tabic 4 that during these years the maTket 
rate dropped distinctly below the bank rate, and those who 
required discounts naturally oblaiiiecl^ the accommodation they 
needed elsewlierc. In the last two years for which the informa- 
tion can be given — 1874 and 1875 — the average amount was, 
close to 4, 500,000.“ It would appear that this branch of the 
business of the Bank has not 'Increased ih the same degree as 
the deposits I’A.ve done. The statement in col. 32, p. 14, supports 
this impression. It shows the proportion which the bills dis- 
counted held to the 'total of the other securities. Only in two 
years during tlx<^-p.firiod in which this point ban be exSlfnifted 
into did the' bills dfscomitecJ amount to more than half of the 
total of the securities. ' The .proportion in the last yearefor 
ivhich the information was given wa»s dess ^ than a quarter of 
the whole amcTaiit.of .the securitiGs held. '.This, subject will 
vbe dealt with further on, when the analyst of <be accounts 
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of the other great ban^s of Europe* is proceeded with in 
Chapters XV. p. 140, XVI. p. 154, XVII. p. 174, XYJIJ. p. 181, 
and XX, p. 203.* Col. 33, p. 14, .shows the annual average of 
temporary advances. These, "it appears, have fluctuated very 
considerably. It is difficult, without the aid of information'on 
the part of the Bank, to form any distinct idea ofAvliat the amount 
may be now, but the probability is that it is now occasional!^ far 
larger than it w^^s twenty- five years since. It is much to be 
regretted that th(i statement given in*,the .table cannot be 
continiK^d to the present time, and tliat information on this point 
and as to the amount of bills discounted is not supplied now. 
Th(?se are the only itcans in the.account of the Ikjmk in which 
any “fluidity” can exist. The remainder of tfie other securities 
held are believed to lie principally debenture stocks ofi the 
great railway companies of the country and stocks of the large 
municlprfl corpoiations. Of “other” securities there were held, on 
November cOth, 1902, in the Banking Department /,'*30,37cS,633. 
On average the amount is now from about 29 to 32 ♦nillions, 
the difference between one week and another arising, probably 
a good deal, from alteratives in the temporary advances. 

Little is known as to the details, l)Ut the description given 
in Mr. Thomson i iankey’s book (M1 The Principles of Bmiking, 
published icS67, may apply. Mr. Mankey was Governor of 
the Bank some years since. He possessed great natural 
shrewdiKss and was a first-rate man of business. He criticises, 
in TI. 2 Principles of Banpino\ the classes of securities which a 
banker should hold, and remarks that “a relative of mine, 
C. Pouleit Thomson, many years since used to say to me 
that nothing was. easier to conduct than the business of 
a banker if he woulfonly leartt the difference between a mort- 
gage and a bill of excha%ge. This saying may ?i^ear*abSurd/ 
but I believe it is fuH of wisdom.” Mr. Han key applies this 
principle to bills of exchange; he means by* it to discrimiijate 
between those btlls wKich ar ; based on transactions and 

naturally, as it is* said, “turn themsiplveif into fnoney,” and 
those bills, such as the acceptance^ 'of* contractors and others, 
which, though tlifcy nt). doubts ’will eventually be paid, may 
require a^fwish \dLn U) be tnacic to continue them. The prin- 
.ciple which Mr. Hankey applies !s the right principle to act on^ 
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when bills are offered 'for discount. * It would be interesting 
to leariv vyhat proportion of the securities held by the Bank 
are now bills of exchange, short loans, of debenture and 
municipal stocks, “mortgages’* according to Mf. Haqkey’s 
definition. 

* These, though admirable securities from an investor s*point 
"of ^iew, are not those which are 'usually held be suitable 
for bankers to place any large part of their money in. 

Average of Coin and Bullion, 

The yearly averages of the coin and bullion held in the Issue - 
Departmentare given in col. 9, p. 1 1. A column with proportibnal 
figures, No. 10, follows, which gives the proportion of the coin and , 
bullion held to the amo^tt in 1844. The fluctuations have been 
considerable, and the increase not so large as in the deposits and 
the reserve. The amount in several years— as in 1847 and 1848, 
during the years 1854 to 1857 inclusive, in 1861, and in 1863 to 
1865 — v,7as smaller than in 1844. It has not been till compara- 
tively recently, in 1876 — and especially from the year 1894 on- 
wards — that any marked increase has taken place. The position 
of the Bank of England in respect to the gold bullion imported 
into this country is peculiar. The Act of 1844 declares in the 4th 
section that, after the date when that Act came into operation, 
“all Persons shall be entitled to demand from the Issue be- 
partment of the Bank of England Bank of England Notes in 
exchange for Gold Bullion at the Rate of Three Pounds 
Seventeen Shillings and Ninepence per Ounce of Standard 
Gold.”. Hence by far the greater part of the gold brought 
into the country makes its way automatically to the Bank, and 
the amount held there doubtle’ss represents at times rather the 
convemencd?>J the importer than the requirements of the Bank. 

What happens when the Bank buys gold is usually this. A 
bullion dealer brirfgs bar gold. An advance is made,^on it, 
pending assay, by Issue Department.' The' dealers accoimt 
in the Drawfng Office — he is sure to have ai! account, thqugh it 
is not essential to the transaction — is credited with the amount, „ 
and notes to the same sum are transferfed fibm the Issue De- 
partment to th?^ Banking * Departntent. • Afl'^r the assay rfie 
.exact value of the bar gold is* calculated at ( staneferd fineness,. 
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and the balance due to {he dealer is dealt with in the same 
mannef as the original advance. In the Issue Dep^tqient the 
gold heldidnd the notes issued are increased, in the Banking 
Department the drawing accounts and the reserve are increased. 
Practically alf gold brought to the Bank in whatever form* is 
paid for by the Issue Department in notes. The Act of 1844 
places no lirr^‘^h the issue of'notes against gold : in other wdVds, 

► the Bank is empowered by that Act to issue notes against gold 
at the rate of yys. gd. per ounce standard without any limitation. 
A further amount of specie, gold and silver coin, is held in the 
J 3 anking Department, besides the bullion in the Issue Dep%rt- 
meift. This, except in the years 1867 to 1869, and 1878 to 
^1881, never exceeded a million regularly tin about the y»ar 
1885. For the; years 1893 ^9^0 the amount on average' his 

exceeded two millions. The specie thus held is included in the 
statement of the reserve. Table 3, col. 21, p. 13, being in that 
case added to the notes held by the Bank, col. 7, and also in 
the amount of the total bullion held, col. 41, p. 15, being in 
that case added to the coin in the Issue Department, col. 9, p. 1 1. 
The manner in which the accounts of the Bank are divided 
between the Issue Department and the Banking Department has 
lendered it necessary to xnake the statement in this form, in 
order to show^ both what the amount of the reserve is, and the 
total amount of bullion and specie held. 

Col. ^3, p. J5, shows the proportion of the total specie and 
bullion to the total liabilities — that is, to the deposits and the 
Bank post bills. As a rule the specie and bullion are less in 
amount than these, the proportion being from 65 per cent, to 
81 per cent, in the years from 1895 190O. There were two 

years, 1844 which the specie and bullion^ held 

were larger in amounl than the liabilities, being^^n TKe J)ro- 
portion of 103 and 162 respectively. The figures for these 
two ye^^iire therefore printed in a thick type to call att^n- 
tion tdmis poiril. Cbl. 44, p. 15, shows proportion of the 
total specie and bullion to the notes held by the public. The 
, proportion of the cover in metal tg the notes in the hands of 
the public has rarUy for. the last twenty ye*ars been much less 
than 90 per cent. ^ There have*been several occasions uTrecent 
years — in 1876,^1^9, 1880, and Trom 1893 1900 — in which. 



ACCOUNTS OF BANK OF ‘ENGLAND 



[CH. II 


the specie and bullion* held have be^en^ larger in amount than 
the not^s circulation. For these years also the figures have 
been printed in a thick type — as 104 for i 8 ^ 6 f Col. 45 shows 
the proportion of the bullion ta the liabilities and the n9tes in 
the hands of the public united. This has been, on average, 
for many years Wore than 40 per cent of the amount of the 
*lialSIities and notes held by the public. 

With respect to the “notes issued,” the proportions issued 
against securities and against bullion are shown in cols. 5 and 6, 
p. II. The average issue against bullion has increased of 
recent years.. 


^ Average Rate of Discount, 

* The annual average minimum rate uf discount charged 
by the Bank is shown in col. 46, p. 1 5. This subject is dealt 
with more fully in Chapters V. and VJ. |)p. 4(S, 55, which dis- 
cuss the relations between the rate of discount and the reserve 
of the JBank, also in Chapters X. and XI. pp. 95, loG, on the 
variations in the rate from 1844 to 1900, and some of the causes 
which influence it ; and in Chapters XIX. and XX. pp. 190, 203, 
on the fluctuations in the rate charged by the Bank compared 
with other business fluctuations, with somc^ remarks on the rate of 
discount of the Banks of England, Franc(% Germany, Holland, 
and Belgium. 

To illustrate the increasing divergence between the market ' 
rate and the Bank rate, Table 4, p. 33, is given showing the 
annual average of the Bank rate and of the market rate for 
high-class bills for 1845-1900, and the diiferences between the 
two rates, Down to 1870 the market rate was occasionally 
abov^ the Bank rate. Since that time, however, the market 
rate hac' constantly and, on average, increasingly below 
the Bank rate ^charged in London. At,. its provincial branches 
the Bank works «a^ the ordinary local rate current. Indeed 
complaint^ are made that the Bank will at times discoihiL below 
the rate usual in those places — complaints which are not to be 
wondered at considerifigc the large amounts placed with ^ the 
Bank of England by bankers,, who natura|ily object to com- ' 
petiticii'cf thiCi description, cariiedaon againju them with t^eir 
^ own money. 
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TABLE 4. 

Afimial XTenig:es of Bank Rate and of Market Rate Higfh-Class Bilbstfoe tli% yean 
2845- Z900, showing when the Market Rate was above or below the Bank Rate. 


t 

Year. 

1 

• 

• 

Annual 
Average 
Bank Rate. 

Proportion of 
Annual 
Average 

Annual 
Average 
Market Rate 
High-Class 

Proportion of 
Annual 
Aveiage 

Difference between 
Market Rate and Bank 
Rate. 

« 

Year. 

Bank Rate 
to 1845 

Market Rate 
to 1845 

Mai;j 

et Rate. 




/i845 = ioo). 



(1845=100). 

More. 

Less. 

ID 





£ X. 

d. 


X. d. 

£ s. d. 

1845 

1845 

2 13 

8 

lIOO 

3 0 

0 

100 

6 4 


1846 

3 6 

6 

124 

3 rs 

0 

125 

• 8 0 
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1840 

1847 

5 3 

6 

192 

5 n 

6 

» 195 

0 

■ 

— 

1847 

1848 

3 14 

5 

139 

3 5 

0 

108 

— 

09s 

1848 

1849 

%i8 

7 

109 

2 5 

0 

75 

— 

0 13 7 

1849 

1860 

2 10 

I 

93 

2 5 

0 

75 

— 

0.5 tr 

1850 

• 1861 

3 0 

0 

112 

3 0 

0 

100 

— 


185 f 

186 » 

2 3 

0 

80 

I 17 

6 

. 62 

— 

• 0 J 6 

1862 

1863 

3 13 

10 
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3 ^0 

0 
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— • 

0 s 10 

1863 

1854 *' 

1854 

5 2 

3 
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4 n 

6 
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— 

049 

•^866 
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10 

I81 

4 JO 

0 
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— 

0 7 JO 

1865 

1866 

6 I 

2 

• 225 

5 10 

0 
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— 

0 II 2 

1866 

1857 

6 13 

3 

248 

(> rS 

0 

225 

I 9 

— 

1857 

1858 

3 4 

7 

120 

2 15 

0 

91 

— 

097 

1858 

1859 

2 14 

7 

102 

2 JO 

0 

83 

— 

047 

1869 

1860 

4 3 

7 

156 

4 0 

0 

133 

— 

0 3 *7 

1860 

1861 

5 5 

4 

196 

3 0 

0 

167 

— 

034 

1861 

1862 

2 10 

7 

94 

2 5 

0 

75 

— 

057 

1862 

1863 

. 8 

2 

164 

4 S 

0 

142 

— 

032 

1863 

1864 

7 8 

0 

276 

7 0 

0 

233 

— 

080 

1864 

1865 

4 I*? 

4 

177 

3 (> 

7 

177 

I* 3 

— 

1866 

1866 

6 U) 

0 

259 

6 8 

2 

213 


0 10 10 

1866 

1867 

2 TO 

9 

94 

2 J3 

4 

88 

2 7 

— 

1867 

1868 

2 1 

11 

77 

2 5 

9 

76 

3 10 

— 

1868 

1869 

3 4 

2 

uo 
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5 

112 

3 3 

— 
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1870 
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0 

no 

3 S 

7 
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— 
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8 
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10 

96 

0 2 
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9 
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— 
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10 

177 1 
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0 
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3 >3 

to 
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3 

I 
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— 
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1875 
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8 

!20 

3 * ^ 

9 
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— 

0 I II 

1876 

1876 

2 12 

I 

97 

5 

3 

75 

— 

0 6 10 

1876 

1877 

2 18 

0 

108 

2 J 2 

S 

87 

— 

077 

1877 

1878 

i ^ 

8 

I4I 

fit 

II 

120 

— 

039 

1878 

1879 

2 10 

4 

93 

2 2 

9 

71 

— 

077 

1879 

1880 

2 15 

4 

103 

2 10 

7 

85 

— 

049 

1880 

1881 

3 

0 
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3 r 

/ 

102 

— 

0811 

1881 

1882 

4 2 

8 
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3 a 

I 
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0 II 7 

1882 

1883 

3 II 

4 
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4 
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— 
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2 19 

1 
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6 

• 86 

— 

077 
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7 

0 
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114 • 
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0 

8 

80 
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0 
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II 

88 

— 
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1888 
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II 
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7 

85 

— 

0 IS 4 
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IT 
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II 

95 

« 
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0 
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3 

97 
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1894 

^ 2 

3 

79 

I 3 

9 

39 % 

— 

0 18 6 

1894 

1895 
• 189 ^ 

2 0 

0 

75 

0 ig 

2 

. 

— 

1 0 10 

1895 

2 9 

8 

•93 

I If 

5 

- 52 

♦ ~T 

0 18 3 

1896 

1897 

2 12 

8 


. i 18 

‘6 ' 

64 


0 14 2 

1897 

1898 

3 4 

10 

120 

2 12 

II « 

88 


II JUmm 

0 10 0 
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3 s 

0 
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-A 

1899 
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3 

6 

• 

¥ 

3 n 

2 
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— 

0 s 4 
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might be made . . . 42 


The subject of the balances which tjae bankers keep with the 
Bank of England requires some further examination. The 
amounts of these cannot be carried later than the year 1877, 
as the publication^ of the figures ceased with the close of 
that year. It is much to be desired that the publication of 
this ihlorftfcRion should be resumed, but meanwhile all that 
can be learned from the consideration of the manner in which 
these balances have accumulated must be obtain.ed by the 
examinataon of What hac already been made public, "^his C7ill 
be found of service in enabling us to understand better what 
is the position of the reserves held by the banks of this country.^ 
•Some further remarl^s on this ‘point .will btf found^in the next 
chapter rh&e has never been any distinc^arrangement made 
between the Bank of England and the I bankers as to the 
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manner in^ which thes€ balances should be dealt with. It 
might, generally speaking, be said that they wem held on 
the basis of the 'ordinary arrangement between a banker and 
his customer as to a credit account — that the balance should be 
withdrawable whenever required. ^ • 

The annual averages of the bankers' balances for the period 
that they have been made public are given in col. 19 of Table 3, 
kp. 13. For convenience of reference they are repeated here. 

TABLE 5. 


Annual Averages of London Bankers’ Balances with the 
• Bank of England, 1844-1877. 

Proportion of Lond^ 
. Bankets’ Balances to 


1844 

L 


1844 (^^44 — 

997,000 


JO6 

184s 

1,256,000 


128 

1846 

1,558,000 


. 160 

1847 

1,467,000 


. 150 

1848 

2,359,000 


241 

1849 

2,131,000 


2j8 

1850 

1,656,000 


lyo • 

1851 

1,666,000 


770 

185.! 

3,184,000 


. 326 

1853 

. . 2,259,000 


. 231 

1854 

2,692,000 


• m 

1855 

3,065,000 


• 313 

1856 

3,032,000 


• 310 

1857 

. 37274,000 


• 335 

1858 

4,639,000 


• 475 

i 8 s 9 

4,256,000 


435 

i860 

4,283,000 


• 43S 

1861 

. ' 4,185,000 


428 

1862 

5,030,000 


■ 5^5 

1863 

4,726,000 


■ 4S4 

1864 

* • 4,899,000 

• 

• 502 

1865 

• *• • 5,038,000 


• 51^ 

1866 

. 6,259,000 



1867 

. • 6,68n,ooo 


. 685 

1868 

6,801,000 


. 6g6 

i86q -j. . 

tefo 

6,479,000 

• * 

663 

• . 6,618,000 ^ 


. 678 

1871 

8,390,000 ^ 

H 

• 

• ^59 

1.3 *^2 

7,609,000 

* 

• 778 

1873 

1874 

8,586,0(70 • 

• 8,341,1260 

• • • 

. 878 

• 854 


, . i«,324?ooo . 

< 


1876 

. »i,85i,oo«) 


. 7,272 

1877 

• 9 , 543 , 00 ? ^ 


• 97 (> 
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There were many occasions, principally betweeYi ^8 5 7-7 7, 
on vfrhichithe balances of the London bankers with the Bank 
were fully as large as, and some on which they, were distinctly 
larger than, the reserve of the Bank of England 'Thu?: 


On mh November,Vi857, the Bank of England reserve was 

* and the London bankers’ balances 
On l6th May, 1866, the Bank of England reserve was 

and the London bankers’ balances^ 
On 31st October, 1877, the Bank of England reserve was . 

* ^d the Londftn bankers’ balances 


/!,462,000 

%,6J^9fiOO 

1.203.000 
7,9SOfiOOr 

9.678.000 
10M9M00 


The last statement shows in a very remarkable way the 
nianner in, whjch the balances of the London bankers •have 
continued to expand. October, 1877, was a very severe time 
of •pressure, and the amount of the bankers balances th€n 
shown was by no means the largest in the return of that 
year, but it still largely exceeded the amount attained during 
the panic of 1866. 

The details of the dates when the bankers’ balances ex- 
ceeded the reserve are as follows : — 


Number of Times when the Bankers’ Balances Exc^ded the Reserve 
OF THE Bank of England in the Years between 1844 and 1877. 


1847 • ... I 

1856 . • . . 2 

1857 • ... 7 

1858 ... 2 

1865 . . . I 

1866 . . . 20 

1871 . . . 4 

1872 . . . I 

1873 . • . . 6 

1874 • ... 6 

1*75 • 9 

1877 . « • 2 


61 

Divided into four groups of eight years each, the results 
are as follows ‘ 


NUMBER OF Times whbij the Bankers’ Balances Exceeded the ReMve 
• oj THfi Bank of EnglanA. 


Years i844-i53* 
f854-6i • 
1862-69 
•„ -1870-77^ 



I 

II 

21 

28 


h 

' « 
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The reader should togipare this statement with the one 
showing the proportion borne by the bankers’ balances i^o the re- 
serve, given in colS. 19, 20, and 25 of Table 3, p. 13, and the state- 
ments ^on p. *35. It is clear that the tendency of the bankers’ 
balances to increase is entirely independent of y^rs of panic 6r 
extraordinary pressure, and is the result merely of the natural ^ 
growth of the business. Though no absolute panic occurred 
^during the years J 870-77, there was grave anxiety at times, 
some of the causes of which ara mentioned on p. 25, and the 
balances pf the London bankers were more often larger than 
tlje reserve of the Bank of England during those eight years 
than^n any of the similar groups of years which preceded. 

These figures also mark very distinctly that the growth r)f 
the balances of* the London bankers increased, in the penoci 
during which they were published, progressively in a larger 
proportion than tlie reserve of the Bank of England. There is 
no doubt that they have continued to increase, and in a larger 
proportion, up to the present time. In an ordinary way 'people 
who read the weekly accounts of the Bank of England, which 
appear in the newspapers every Friday morning, do not 
remember this point ; it will therefore be advisable to show 
how large a part of the deposits of the Bank consists of the 
balances of the London bankers. 

As an illustration, the account for the week ending Wed- 
nesday, December 26th, 1877, is shown on p. 38. It has been 
selected as the most recei^^ example which can be given of the 
proportion which the balances cf the London bankers bore to 
tjie total deposits of the Bank up to the time when our know- 
ledge of this matter, ceases. The publication of the amounts 
of the London bankers^ balances has not been continued since 
the end of December, i8>7. ^ ^ * 

If the amounts held by bankers with the feank, both in 
London a\iq provinces, were published every week, •it 
-.^weald then be clear what the reserve realjy* cbnsisted*of ; that 
is to say^ whether itlconsisted of mohey ^^elo'hging to the Bank 
jof Bngland itself, ^and kept to meet \he demands which may 
at any time be iftade^on it* dr whether; it consisted of t|je* 
reserves of <the other iankS of the country, placed By Them 
with the Bank ofpnglanS for safe custody. If in the pub-- 
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lished accounts of the Bank the amcwnl of the balahcep of .he 
bankers were deducted from the ordinary deposits, anf a 
corresponding deduction made from the reserve, as in he 
form of account given below, it would becotpe’ obvious at 
ohce that, on ^he 26th December, 1877 — the latest stfitem ;nt 
^ respecting which these details are available— the depo’sits of 
the public with the Bank of England, instead of being 20 
millions, were 1 1 mijlions, that the reserve' available against^ 
the ordinary as \listiftguished from the banking portion of the 
liabilities was less than 3 millions instead of 1 1| millions, and 
that the proportion of this reserve to the liabilities on deposits 
other than those derived from* the bankers, instead of being 57J 
per cent, as the usual statement makes it, was only 23^ per ceofc 

* 

Bank of England. Account for the Week Ending on Wednesday, the 
26th Day of December, 1877. Arranged so as 10 Show the Proportion of 
the Reserve to the Liabilities after Deducting the Balances of the London 
Bankers from Both. 


Notes issued 


ISSUE department 
£ 

. 38,231,530 Government debt 
Other securities 
Gold coin and bullion . 

38,231,530 


£ 

11,015,100 

3,984.900 

23>23b53 Q 

38,231,530 


banking department. 


Proprietors’ capital 
Rest . 

Public deposits . 

Other deposits . 20,183,367 
Less bankers’ 
balances 


■s’ 

> 8,695,000 


Seven day and other bills 


£ 

14,553,000 

3,073.356 

5,942,869 


11,488,367 

306,077 


. 


35,363,629 


Government securities 
Other securities 
Noieji . . 1 1 , 433*545 

Less per contra 8,695,000 


Gold and silver coin 


£ 

*3,383.176 

18,441,368 


2,738,545 

800,540 


35,363,629 


Proportion of reserve to liabilities, shown in ordinary form, 
57J per cent. ' , . 

Proportion of reserve to liabilities, after deducting banKfirS" * 
balances from both, 2 $} per cent. 

It was mentioned ^abov6 that the week’s account of the 
' fian k of England selected hi^.re as^ an ilfustratioli is merely 
taken as being the most l-ecent in rf.ference/ to which this iom- 
* parison can be made, and not for any othe(' reason. It would 
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have been easy to selefit ihe accounts of other weeks, in which 
the proportion borne by the London bankers’ balaiices to the 
deposits genen fly, and also the proportion of the London 
banktrs’ bahqc ^s to the reserve, would have been considerably 
larger than in the one chosen, and consequently the proportfon 
born^ by the i eserve to the remainder of the liabilities wguld, 
have been far smaller. Ot' again, it would have been easy 
' ^ to have taken a week’s account in which the whole reserve 
was insufficient to meet the demands which* might be made 
by the , London bankers alone. The account of a week 
h^s been taken which is not an extreme inslance in any 
way. If the ordinary liabilities of the Bank wete distinguished 
J[fom those incurred to its banking customers, attention wofild 
be more readily drawn to those occasions on which the bank 
reserve of the Bank of England was insufficient to meet the 
balances of the London bankers. 

But whether the accounts of the Bank of England are ever 
again published in such a manner as to show tnese details or not, 
one thing is clear — that tlie balances kept by other bankers 
with it cannot really form part both of its own reserve and 
of the reserves of the other banks as well. If these amounts 
are employed for the one purpose, they cannot be available 
at ‘■he^sanie time for the other. These balances are the 
ultimate reserve of all the banks in the kingdom. There 
is no other country in the world, of which the banking system 
is known, in which th# reserves of the banks are loaned 
out in the manner in which they arc in this country. This has 
i)een the case here ever since banking in the United Kingdom 
assumed its present Jovm. The practice has, thereforg, the 
plea of usage in its favour, and the plea of usage is an extremely 
strong one; but it is not #ne which should be followed implicitly 
when there are good rdksons for a change. It might be undesir- 
able to s^tl cit these balances should never be loaned out ; but 
4s clear that they ?orm that portion qf *tKe resquites of the 
Bank y^ich should be employed with tke utmost caution. 

„ 'The balances of the London bankers with the Bank of 
England are included among ks other liabilities. In anotjiet 
senfse alsp, while ^thefie balances are practically, as previously 
^nentioned, of the yature of “ til! money ” — as far as transactions 
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between the banks who*own them ar6coAcerned— they form part, 
and by nQ .means an unimportant part, of the general banking 
reserve of the country. These balances are* the only reserve 
of ready money kept by the bankers of the Unjtdd Kingdom 
beyond the amount of cash in their tills. It is not meant, of 
course, by this to suggest the idea that they ar^e by any fneans 
the only resources which the baVikers of the country would 
have to fall back on in any time of pressure. The amounts^ 
held at “ call,” and the amounts readily available in other forms, 
are very large — far larger than any of the figures now before 
us/or consideration. But, as far as actual hard ''cash ” is covr * 
cerned, the* baiances at the ‘Bank of England are the only 
source from which an immediate supply of “money” can bfik 
dbt&ined by the bankers of the country to meefe any immediate 
need beyond what they themselves hold in their own vaults. 
It is not by any means the whole of these balances which are 
available to meet such an immediate need. The bankers have to 
bear in'mind that a “ working balance ” has always to be main- 
tained against the demands which may arise on account of the 
clearing (see p. 22, and Chapter IV. p. 44). And to include the 
amounts which these balances represent among the reserves 
of the Bank of England, and also among the banking reserves 
of the country at large, is really to reckon them twice oyer. In 
order to illustrate this for the period over which information 
on the subject is available, namely from 1844 to 1877, a state- 
ment has been drawn up showing the proportion which the 
reserve would have borne to the liabilities if the bankers’ 
balances had been deducted both from the reserve and th^ 
liabilities, and als^ of the proportion ^ which the bankers’ 
balances bore to the reserve. These sho^ the position in which 
the *l 5 anic^ England would have stood if the London bankers 
had held their* own balances in Bank dt England notes, or in 
gold in their own safes. 

It has not been* possible, in the space to whicn tms stat^f*^ 
ment is of ’ necessity cpnfihed, to exhibit 'what the ojffect of 
making up the accounts ^of tfie Bank of Englsgid in this manner 
would have been oii qyery weekly return' of tlie Bank'^from 1844 
to 18*77 7^® the general effect is shown *in fols. 24 find 25 of 
•Table 3, p. 13. Col. 24 contains the prG(fX)rtion which the. 
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average annual reserve^ of the Bank of England would have 
home to the liabilities if the balances of the London bankers 
had been deducted from those liabilities and the same amount 
were deducted also from the reserve. Col. 25, p. 13, shows the 
proportion of the bankers’ balances to the reserve. The graddal 
and progressive# diminution in the proportion of reserve kepj to^ 
the liabilities in general has Keen already noticed ; but from the 
^ ^figures recorded* in these columns we may see how much 
greater and more marked, especially in recent years, that 
diminution would have been, had the accounts of the Bank 
been made up in such a manner as to distinguish* the ordinary 
from the special banking liabiliries. The avefag^ reserve of 
.the Bank of England would, if the bankers’ balances 'had ffot 
been included wi it, have been on average in 1875 ^ 

cent, of the liabilities, and in 1866 but 3 per cent. (Table 3, 
cols. 24 and 25, p. 13). We may thus see clearly how largely 
the reserve of the Bank of England is composed of money 
which is really also the reserve of other banks, and retained 
against other liabilities than those which appear in this account 
— liabilities which, of banks in the United Kingdom alone, are 
many times larger than those of the Bank of England, and 
have increased very rapidly in recent years, having been 
estimatc^d in 1844 as about 70 millions, in 1856 as 200 millions, 
in 1866 as 350 millions, in 1873 as 8cxd millions, in 1902 as 
about 1,000 milhons. From a banking position, there is no 
doubt economy in makmg the Bank of England keep the 
reserve of the bankers, but it is equally certain that, from a 
general point of view, the doing this tends to place the stress 
of every pressure which occurs always on one point — a ppoint 
on which many and varied demands all concentrate — demands 
for domestic and foreigrr needs, the requirements for harvest 
wages and autumn holiday-makers in England, of farmers in 
Scotland, ^ dealers ^in Ireland, the requirements of great 
^iiltions forming and increasing their gold* circulations, the 
demandis for gold for export as well ts fbr the internal cir- 
•culaltion of the cojintry. Df these* deyiands, those caused by 
the periodic fluctuations ^f tlie* note circulation of the Sco|^ch 
and' Irish* banks jire •spe^'ally linked through the provisions 
gf the Bank Act| of 1844-5 with the fluctuations of the* 
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reserve of the Bank.* This subjert fequires a more^ special 
treatment, than can be accorded it here, and it is dealt with 
in Chapter XII., p. 112. The more general demands are 
referred to in Chapter XIV., p. 138, which, describas the 
“Autumnal Dfain” of specie from the Bank. Great un- 
steadiness in the value of money is the result. Several 
useful suggestions have from time to time been made on 
this matter, and by those whose opinions deserve careful- 
consideration. But the vis inertim which in this case would 
have to be overcome is a remarkably powerful force. It can 
onjy be hoped that those who feel the importance of^ tjje 
subject will keep it steadily before the public, till an arrange- 
ment is* agreed to better suited to the necessities of the cas£ 
fhcCh the present most inadequate method. I .am glad to see 
the matter referred to in the paper on the Short Loan Fund 
of the London Money Market, read before the Institute of 
Bankers by Mr. J. Herbert Tritton, on February 5th, 1902. 
Much discussion will no doubt have to take place before any- 
thing practical is done, but keeping the subject thus before the 
minds of business men will assist in arriving at a satisfactory 
result. It is to be hoped that we may not require the expe 
rience of another panic, with all its miseries and all its losses 
the extent of which none except those who have experiencec 
the real brunt of such a season of trial can appreciate, before ! 
better arrangement is arrived at. 

Still it is best to place on record, some suggestions as t( 
what might be done. If our banks were to keep their owi 
reserves, and publish their accounts weekly or monthly, th 
reserves held woifld undoubtedly be much larger than the 
are now, and business would* be on a far more solid footing 
ancf niorTeven in its tenor. Such an arrangement is hardl 
likely to be arrived at, and the plan would be open to som 
objections. The banking business of the couT^has bee 
carried on so lon§ on the One Bank Reserve system that^ j 
great a change as uhis^ coi!ild not be lightly undertaken, Bi 
if the committee of the ‘aearing youse were to publish^ th 
collective amounts* (jf the baitkeVs’ balances with^^ the Ban 
weeSty, td^Sther with . the statement o£ thp Clea/ing Heuj 
•Returns, this might be useful. iT the balances were sirtS 
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mariseyi in one total tlie* knowledge of the amount could be 
dangerous to no one, and would even diminish the ri^ks to 
which we are exposed in any time of pressure. There is a 
great»dang*at such times to our highly complicated banking 
system from alarm among the ill-informed and ignorant. Thfeir 
anxiety would-be soothed by a knowledge of the 
sources held by the banks ; and to those who have the conduct 
*^of the business such information would^ be of signal service. 
A knowledge of the position of the shoals arfd breakers to be 
avoided fin his course, and of the position of the channel through 
'^/hich he may steer his ship in safety, useful at all times to •the 
pilot, is essential among the additional perils of the^torm. 
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Considerable information of a very interesting character as 
to the manner in which the balances of the London bankers 
with the Bank are regarded by the Bank directors, is given 
in some letters written by Lord Aldenham, then Mr. H. H. 
Gibbs, a well-known director of the Bank of England, pub- 
lished in an appendix to a book written by the late Professor 
Bonamy Price.* These letters form part of an animated 
and interesting correspondence betwa^en Lord Aldenham and 
Professor B. Price, on the Bank rate, the influx and efflux 
of gold, the “ regulation of the currency,” and other kindred sub*^ 
jects. ^ It is not nefessary to enter into the consideration of all 
these questions at the present time ; we will content ourselves 
witK^amining mainly two points whCcfi are discussed in the 
letters, namely, the manner in which the Bank of England views 
the,.bankers balances kept with it, and the proptlWwwi of these 
sums whioh they cbnsidep they may make use of in the ordinal f 
way of business. The opinions of any direetbr of the B^jik, and 
especially of a past-governor of such experi^jice and standing 

% dtapiers on Practical ^Political Economy . ^ By BONAMY PRICE, Professor of 
Political Economy in the University of Oxford. J-ond6n: 0. Kegan Pciul and Co., 


Normal and Abnormal Balances of Bankers 45 
Large pari of Bankers’ Balances rather 
“Till Money ” than Reserve . 45-46 

Bankers’ Balances should be entered 
under a separate heading in accounts 
of the Bank . . . 46-47 

Duty of the Bank— Protection of Reserve 47 
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^ Lord Aldenham, *e#very valuable, and no apology i$ 
neededT for quoting from a book which is open toidthe vdiole 
world to read. *The correspondence at the point alluded to 
turnst first oiJ^the question whether the custody of such large 
sums as the bankers keep on their accounts at the Bank •of 
England may pot cause some difficulty or leven danger^ to^ 
the Bank. Lord Aldenhani in referring to this, and to the 
fact that the bankers’ account is really an extremely easy one 
to arrange for, commences by* remarking thnt ‘‘next to the 
Governipent account, the account of the collective bankers is 
t^most certain and the most intelligible. . . . .We know of 
the bankers, better than of any account in oUr books, what 
is the minimum, balance wherewith they can five. They must 
have X on their account (a quantity unknown to all but Ifs), 
and x-y therefore— never appears. But if x+y is seen, then 
we know that y must remain untouched and uninvested ; must, 
in fact, form an addition to our reserve; x is ours for profit 
if we like to use it, but y is ours only for safe custody. * Where 
is the d'lnger? On the other hand, tlie possession of that 
account is of the greatebt importance to us, as affording the 
most perfect and accurate measure of how far the public can 
at all act independently of us.” The italics are in the book 
quoted from. 

In a later letter Lord Aldenham explains “ that up to a certain 
point (.r),” the normal balance of the bankers, was perfectly 
intelligible to the Bankr; “(7), their abnormal balance, is an 
element of doubt.” These remarks made by Lord Aldenham 
appear to confirm the advisability of the step which has been 
recommended above,^ namely, that the baffkers should ,5iecide 
that everything whicli^they keep* in hand beyond their working 
balances should not betplaced to the credit of their clearing 
accounts with the Bafik, but should be retained weekly under 
a separate heading, and not appear in th^ statements of 3 the 
JBank Such a separation would mayk put*at once® what was 
really ‘‘reserve,” afld what was only no|ninally “reserve.” The 
bankers’ balance5|Up to tlje point? which Lord Aldenham speaks 
of, and which may apfuroxifnately be esy mated from the out- 
side, are^ really npt !ieser\^s to them at all ; they are merely 
.“till money” on ^ scale commensurate with their operations; 
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relatively, that is, to thte demands which may be made on them 
at aniy moment in settling the clearing balances, Th& would 
be seen immediately if business in the city wefd conducted now 
as it used to be up to the date when the clearing demand^ were 
still settled by^the payment of the actual notes, not by means 
of a cheque drawn on the Bank of England.^ No one -could 
call the sums heid in bank notes in the safe, or the drawer near 
the counter, for that purpose, a ‘'reserve/' . The notes were^ * 
merely “till mpney,*’ and “tdl money” the amounts which 
represent them still remain, though for their own convenience 
the banks have advanced a step beyond their primitive practi^ 
an5 have agreed to divest themselves of the actual custody 
of the litotes, and to keep the money itself in Threadneedle 
Street It is impossible to call the sums thus hqjd by the Bank, 
which represent cash merely held to meet immediate claims on 
the bankers, a reserve. Nor is anything beyond these sums, 
the clearing balances as they may be described, of much use to 
the Bank of England. The bankers have frequently large 
sums on their accounts beyond what they require for settling 
the daily clearing demands. These sums, and they are often 
very large, are a real reserve to them. But In consequence 
of uncertainty as to the length of time this money may remain 
with the Bank, it is to be supposed that the directors do not 
feel justified in employing the part of the sum which 'exceeds 
the “minimum balance” in the same manner as they do the 
part which they know must remain fijed. This amount, Lord 
Aldenham says, and truly, with a most proper feeling of the 
line of action the Bank should always take, “is ours only for 
safe custody.” N«w if there is an axiom to be observed in 
bankiing, it is that things should always' be regarded as they 
real5y*are. To have a balance in youi;, Hands which you cannot 
use is a hindrance to business, and not a help. The bankers 
balances in 1876' fljjctuated nearly ten millions«Jaetween their 
lowest anjl tbeir highest point, and as the* lowest may be iakoxu-r^ 
as approximating to the necessary amount which ha^ always 
to be maintained, it is deaf that a very serious responsibility, ^ 
without any corresportdfng advantage, ,must Rave be^i^n imposed 
on'^fhe Bank. To,,irave placed these si^ms under separate 
heading would, by Lord Ald^nhamV own showing, have been^ 
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no detriment to the BanR, vBhile the doing so virould have tended 
to the increase of that comparatively small amount aii,“ unused 
money,” the smallness of which is so constant and so real 
a danger to ‘business in this country. 

After all, the point perhaps of most importance in the 
decision of the Bank directors on the subject of. their discounts, ^ 
which is dealt with in the ‘next chapter, is how far their 
present intention of governing their dealings in the matter of 
discounting by the strict rules of supply and demand can 
be reconijiled with their old practice of protecting the reserve 
Mjhen needful, irrespective of the rate of interest oiling in the 
market. The two things seem hardly capable of being recon- 
ciled with each other. The market rate for '“money” may 
be very low, uod yet a demand for bullion for export ms^ 
set in which may require that the rate should be raised. In 
circumstances like these— and they may occur any day— which 
course are the directors to follow? It cannot be doubted 
that the Bank will be faithful to its old traditions and protect 
the reserve. But considering the vast sums continually float- 
ing in the outside market, and the sudden and large demand 
which may arise at any time out of exchange operations, the 
Bank might in all iairness call on those who have so large a 
share in regulating the outside market to co-operate with it in 
providing a proper reserve to meet the demands which these 
operations are at times certain to entail. One thing is clear, 
that the fixing the rate S)f discount, and the custody of the 
reserve which is influenced by that rate, should be in the same 
Ijpnds ; and if the rate fixed by the other banks influences the 
market more than it used to do, as appears to "be the case, — -then 
the responsibility of pfoviding an' adequate reserve should be 
shared between them and»the Bank of England. 
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The directors of the Bank made, in February, 1878, a change in 
their mode of business with respect to discounts, by announcing 
that they would no longer feel bound to adhere to the rule of 
maintaining a fixed minimum rate as closely as they had done. 
This has had in some ways a considerable effect both on their 
own transactions and on the money market at large, and is not 
unlikely to have more in the future. 

To investigate 'the reason for this change it is needful to go 
back* some years, and to trace the praetice of the Bank with 
regStvd to discounts from the year 1844* The most authentic 
record of the "history of this is to be found in the reports and 
evidence given' before Parliamentary Comiafuttees, as the 
opinions, of those who appeared before "Lhos^ Committees 
preserved there in. their own words. a 

Thus the Report of the (Committee of the House of I^ords 
^on Commercial Distress, Session i84'i-8, ^fontains^va historicaf 
stktemeiit of great value;, on iSiesft que^$tions. Tfije report of 
the corresponding Committed of th6 Hous^ of Commons, also 
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dated in 1848, was refefred to in the owning chapter of this 
volume* In some respects th e j^ ort of the Hous^ pf Lords 
is the more wei^ty documenl^t was deemed of so much 
importance di^t it was reprinted in 1857. From it may be 
learned that for more than a century, down to the year 1839, the 
Bank rate never^exceeded 5, nor fell below 4 pqr cent. During 
the pressure of 1839 the rate was raised for some months to 
6 per cent, but it ‘was reduced to 5 per cent in January, 1840, 
and remained at 4 or 5 per cent^as beforb, till <;-after the Bank 
Act was passed. At that date the market value of money was, 
and had been for some time previous, considerably below jhe 
Bank rate, so much so, in fact, that the Bank was eiUirely “out 
of the market” According to the evidence of Mr* H.^J. 
Prescott, the deputy-governor of the Bank at the time, thfc* • 
Bank did not then hold “above two or three hundred thousand 
pounds of discounts in London, the market rate being at that 
lime not above if to 2 per cent” The actual sum is mentioned 
as being 13,000 in August, 1844, when the Bank rate was 
reduced to 2 ^ per cent. 

This was the date nt which the “new system of dis- 
counting,” as Mr. Prescott termed it in his evidence, was 
adopted by the Bank. The novelty of the system consisted 
in the fact that the Bank commenced from the autumn of 
1844 to adapt its own rate to the market rate, and with such 
effect that the governor of the Bank, Mr. James Morris, in 
giving evidence on the ‘^ame occasion as Mr. Prescott, con- 
sidered that by 1848 the Bank held half the discounts then 
ijj the market. “ I consider,” were Mr. Morris’s words, “that 
in London the discounts by other parties, the great discount 
brokers and bankers, tnust be equal to the amount which the 
Bank holds under discoont.” And, in answer to andffier 
question, Mr. Morris added, “ I think that the discount brokers 
and other parties afford altogether to the public an amoqnt 

discount eqiial*to 3 iat afforded by the Bank, except.in times 
of extreme pre.::sure?” 

^ These obse:*vat^ons maeje by tke, governor and the deputy- 
governor of the Bank 848 •show whaj the position of the; 
Bank of England was towards* the outside* market some tifty 
years ago. They^are supplemented and supported by the^^ 
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remarks nude by Mr.* Samuel ^%s Lloyd <afte^ards Loid 
OveEStone) at the same date, w:hen examined before th^ “Com- 
mittee on Commercial Distil” of the Hobse of Commons. 
Mr Lloyd’s evidence was to the effect that th^Bank bad at 
that time become more of a competitor in discount business 
than formerly, owing to the fact that it made its own rate wn- 
* form to the fluctuations in the market rate more closely than 
it used to do. “The Bank rate,” Mr. Llo^ said, “formerljfc 
was 4 or 5 percent. ,' if the iparket rate of interest was below 
4 per cent, the Bank ceased to discount till it got up again 
to that point But in point of fact, latterly the discount 
department has become a .very active department of the 
Bg.nk.’’ . Mr. Lloyd’s evidence thus confirms the statement 

• Vliich Mr. Morris had made. 

This describes the position of matters in 1848. No great 
alteration had occurred in it for nine or ten years when the 
Select Committees of the House of Commons of i°57 and 
1858 collected further evidence on the working of the Bank 
Acts Mr. David Barclay Chapman was examined before the 
Committee of 1857; by his evidence it appears that the rate 
charged by the Bank of England in 1857 was not, as it is at 
present, almost invariably above the outside rate, but that it 
worked more nearly in unison with it, being sometimes a little 
above and sometimes a little below the market rate. When 
the Bank rate was very low the market rate was a little lower, 
and when the Bank rate was very ]?igb the market rate was 
a little higher. The evidence of Sir David Salomons before 
the Committee of 1858 was to the same effect as that of Mr. 
Chapman, and slrmwed that the Bank rate conforme airy 
closely to the market rate afthat period. The question asked 
bv'-ivir. Hankey and answered by Sir D. ’Salomons on the subject 
was as follows “ Do you believe that the Bank of England 
has generally led or followed the current rate- of interest in 
the London market ?-t.I think they sometimes have led and 
sometimes- have followed; generally they are supposed to 
follow but I think that, sometimes they have led (1199^ 
In 1857, however, the first signs o^^diver^ence -between the 
. 'Bank rate and the market rate ‘'appear to hawc occurred. 
jSir D. Salomons stated that in Dfecembet, 1857, the London 



and Westminster Ban^ ftad« deviated from» the principle df 
working in accpfdance with the Bank. His wo*ds 'frere . 
“We at that time altered otir system. We do not now 
follow* so cldsely the Bank rate ; we have, as far as we can, 
broken from it, adopting what may be calleJ an expedieftt 
rate, hot following the Batik rate so closely * as hitherto we , 
have done (1145). (Evidence before Select Committee of 
House of Commons on the Bank Acts, ^1858.) 

These statements of Sir Da*/^id Salomons 'fehow the direc- 
tion in which matters were tending in his time. The facts 
ar^^shown in Table 4, p. 33. Gradually it became a question 
whether the publication of a fixed rate by^ thi Bank of 
England had not become as much an anachronisih ^ 

permanently fixed rate was in the year 1844. When a fixed 
rate was published by the Bank, people could tell at once 
whether they could get their business done cheaper elsewhere, 
and in this period of sharp competition, such knowledge is 
enough of itself to deter them from coming to a bank, the 
rate of which they know already. The Bank lost that power 
of delicate adjustment of its position to the precise needs of 
the moment, which is essential to the maintenance of business. 

It cannot, as it were, feel the pulse of its customers as closely 
as if ith^ rate were noi advertised ; it cannot follow so well 
the disti^ions made between one class of paper and another 
as it could — did a hard and fast rule not exist. 

When, in February, **878, the Bank announced, as men- 
tioned above, that it would no longer feel bound to discount 
at the published minim’ mi rate, it made a further and perhaps 
more important alteration by letting it be known that it v;ould 
make advances to the’ bill-brokers when desired, reverting^ in 
this to its practice before Tdarch, 1858. , 

This was extremely* convenient for the bilj-brokers, and is 
understood to naye l^een used more frequently and for larger 
iums since the Tijrther change of the Bank’s practice Tin 1890. 
Previous. 10 Tuly, 1890, the Bank made advances to bill-brokers 
and discount coinp^inies or bills, liilt i%puW not discount the 
bills outright. In iSgd^Me Baijk announoed that the brokei^,* 
etc., ^vould De allowed "to ojfer forjiisfount at not less than the 
publislied rate, bills not having more than fifteen days to run."* 
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The currency of the bills has since^een extended ‘by ^degrees 
to si^ty days. When a banker requires a brpker to repay him 
his “Call-Money** the only source from which the broker can 
obtain the requisite supply is from the Bank of l^ngland.^ The 
bl-oker cannot ’'expect to be able to obtain the sum in the open 
, market, as all ar^ailable resources there are, as, a rule, em'^loyed 
up to the hilt. He therefore g5es to the Bank of England, 
pledges what are virtually the banker’s own* bills, and thus k 
enabled to repay the banker. These bills may have but a 
very few days to run, but the broker cannot wait till they 
have matured. The banker must have his money, and^J;be 
broker mifst find it. The broker has no reserve of unem- 
^^yed' money. He cannot afford to keep a reserve, as he 
^ows interest at a higher rate than the banker does on 
all his deposits. Hence a demand for a comparatively small 
sum makes a stir, disproportionally large, in the money 
market. 

This arrangement is not favourable to the quiet working of 
the money market. If the custom generally followed on the 
Continent prevailed in this country, and bankers laid them- 
selves out to discount freely for their customers, feeling at 
liberty to re-discount these bills whenever needed with the 
Bank of England, all the work of intermediaries would be 
saved, and business would be on a sounder foundation. It is 
the custom of banks in foreign centres, as at Berlin, to re 
discount thus habitually. The arrangement is a good one ir 
many ways ; it helps the central bank to keep in touch witl 
the smaller business houses which surround it, and it enables 
those houses to carry on their business with perfect smoothness. 
The smaller banks in foreign business ^centres re-discount as a 
matter of course with the central bahk, which is thus supplied 
with a large mass of perfectly dependable and rapidly maturing 
paper ; but in London if it were known thqt^ bank, even of 
the highest standing, h^ibitually re-discounted with the Bank of 
England, it would at once be held to be “in extremis.** In 
times of panic and^ peril ' siich things, of (Course, have to ba 
‘ ctqne, but in the ordinary way o*f l^Sness no London banker 
ever dreams of ‘ such k thing. The result is*^ ,that ^while 
' some London bankers discount, and to large sums for their 
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customers, .others do nAt ilo so, and tlfe customers, many of 
very hi^ standing, go to the bill-brokers. , , 

There ar^.several causes which have led to this, in the first 
place the hahl^of a bankers discounting for his customers has 
been to a certain extent discontinued, if not dropped, while sid^ 
by side with this the bill-broker has stepped in and found his 
opportunity. He can be depended on with certainty, while the 
* X^p\y of the cust'^mer’s banker may be that he is “not dis- 
counting to-day.” People do not like being met with this kind 
of answer from their bankers. They are far more independent 
tjian they were some twenty or thirty years since. ^They know 
that the brokers are always ready to discount, and, will quote 
them the exact market price. The banker rrrary-noualw^s 
follow this as clgsely as the broker. A very fractional differenee* • 
nowadays is sufficient to send a man from his banker to the 
broker. The broker discounts the bills with money which 
belongs to the banker, who afterwards very probably receives 
the paper as “ security bills ” from the broker. • 

The London bankers have, to a great extent, built up the 
business of the bill-brokers by the course which they have 
taken of entrusting large sums to their care. The bankers 
have spared themselves some considerable labour by this, and 
though they have made a smaller profit from their transactions, 
they ha^^e gained by the being able to devote a closer attention 
' to their business generally. There are also, it mus^ be remem- 
bered. the banks outside ^he business centre of the City, who 
hold large sums of money without possessing such means of 
' employing them as the City banker does. Their requirements 
have also to be considered. The present di\4sion of the work 
of our money market between baflkers and bill-brokers appears 
likely to continue. Whife €>n the one hand there is an increaShig 
tendency towards the exclusion of intermediaries in business, 
there is on the .ther a tendency almost equally strong towards 
specialisation. The ^il! -broker devotes his “whole ^me and 
thought towards his subject; he knows ^nbt. only the character 
and standing of the houses whose. a^(!eptances he is willing to 
take admirably wel\ becomes able to •prognosticate verj^ 

closaly and with gre^ sh^wdhess the^ future position of die • 
money market, arifi arraflges hi2 dealings accordingly. 



54 THE PUBLISHED RATE OF DISCOUNT [gh, v 

keeps his eye fixed rfot only on the f)Osition of affairs in this 
coui$ry, but on that in other countries as well. A knowledge 
of the course of the foreign exchanges is a greaLassistance to 
success in the business. But the practice of th^jbill-broker to 
work without I a reserve necessarily tends to focus any large 
demand for money immediately on the Bank of Englandi 

The description of their business given by Mr. Samuel 
Gurney before the Committee /of the House of Lords ojj ' 
Commercial Distress, Scssioi) 1847-8, and the Committee of 
the House of Commons also on Commercial Distress, 1848, 
and by Mr. David Barclay Chapman before the Committee Qf 
the Housq. oft Commons on the Bank Acts, 1857, shows tiow 
different tills was from the business of the bill-broker at the 
^ ' present time. Both Mr. Gurney and Mr. Chapman were 
partners in the house of Overend and Gurney at the time of 
its highest prosperity. The great development of the business 
of bill-brOking, money dealing, as it more properly should be 
called,*! has taken place since that time. 

Meanwhile, the competition for bills in the discount market 
is beyond question extremely sharp at the present day. There 
are several large joint stock companies formed for the purpose 
of carrying on this class of business, and the number of private 
firms engaged in it seems also to grow. Various circumstances 
— the increasing supply of money, the power of dealing by 
means of telegraphic transfers, and other business arrange- 
ments — have all tended to limit supj)ly of bills, which is 
distinctly smaller now in proportion to the supply of money 
than it was thirty or forty years since, whilst the competition 
for those bills wlrich are in the market is closer than ever. 
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As merftioned in the last chapter, the Bank of England an- 
nounced in February, 1878, that it would, when occasion 
required, discount for thpse of its customers who transacted 
business exclusively with it, at a rate lower than that advertised 
as the official rate. One result of this has been that the Bank 
rate is less a real guide to the value of m«Siey than it used 
to be, since it is impossible to* say how far the published 
rate is being adhered tb.* Events had been gradually drifting 
in this direction for some time past. The outer market, which 
is compelled tc*regQlate its actions by the stfict law of supply 
and demand, has c* 5 hstantlv recognised ^thi? fact. Jhus, in 
November, 1877, the metropolitan joiiy stock banks formally 
ackpowledged that^they could not.rqptain bound by the old rule 
'of allowing interest on«d^osits*at “ one Bfelbw Bank rate, an(j 
undertook <for the time an indefiendeBt c6ur,?e of action. If is • 
only needful to lotftt in thb moneV articles of the daily papetg 
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to see what occurs wHen the Bank<bf*England alters ks 
This.is stiy regarded by the other banks as a sign that a* change 
should be made, though not so closely as in former^ears. Thus, 
on June 6th, 1901, the Bank lowered its rate froi|r4 per cent, to 
3i| per cent., and the joint stock banks dropped their deposit 
rate to 2 per cent. On June 13th the Bank reduced ite rate 
* from 3^ per cent, to 3 per cent, and the joint stock banks 
reduced theirs to per cent. • ^ 

But such a proof as the one just mentioned of the inability 
of the outside market to accept the Bank rate as an index to 
, the^ real value of money, important as it was as a sign qf 
the gradual breaking up of, the traditional rule which had 
governed "ttlFlEnglish money market generally for years, is of 

• Tar smaller importance than an official recognitipn by the Bank 
directors that the Bank itself can no longer be bound by its own 
rate. This, or nothing at all, is the outcome of the recent 
alteration in the practice of the Bank, and since it cannot be 
supposed that the Bank announced the alteration, and had to 
meet the objections which were certain to be made to it, without 
intending to abide by its decision, and to act upon it, the con- 
clusion appears to be that the Bank rate by itself is distinctly 
less a guide to the value of money than it used to be. 

The system which has thus almost come to an end 
commenced in the year 1844. Up to that date tflie Bank 
rate had been almost always a fixed rate, which for more [ 
than a century was never raised aboye 5 per cent., or allowed 
to drop below 4, irrespective of the market rate of the period. 

In 1839, a 6 per cent, rate was charged for some little 
time, but with "^ihat exception what may be regarded as 
the original state of matter's continued till 1844, when the 
establishment of the principle of a ratb to fluctuate according 
to the wants of the market was as great an innovation as 
the decision of the Bank in 1878. AncLuMprestige, actual 
pre-eminence of capita), the fact that fney^are the bankers 
of the Government ar^d the issuers of the only description of 
notes which are legal tentl^r throughout England and Wal^s — 

^11 these circumstances enabled th^^ank to take a position 

* which gave its annouiicement tis to a rate of interest a ^reat 
jf not a preponderating wefght The BaAk of England told 
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all ^e moaetary world wllat it would dharge for money, an< 
all the monetary world in degree followed it Sopietimes i 
has happened that the directors have not been right in thei 
decisions, anp^have lowered the rate when they should hav 
advanced it, or advanced it or lowered it when they ougb 
to have remained where they were. Sometimes they hav- 
worried the market by needless alterations, t'hus there wen 
ip the year 1873 fev/er than twenty>four changes in thi 
Bank rate, that is to say, twenty-four changes in twelve months 
It is difficult to imagine what events can possibly have occurrec 
tp justify an alteration in the price of money once a fortnigh 
during a whole year. Since 1890, however, there Jhave nevej 
been moi»e than twelve changes in the twelvdrhomiv^ Again 
what may be csjled an experimental rate once occurred, as ir 
1871, when per cent, was charged for four weeks, the only 
time when a “quarter” rate has been officially announced.’*^ 
Putting, however, these occasions aside, the decision of the 
director s of the Bank as to the value of money generally# carries 
great weight with it. In a market so delicately balanced as 
ours, in w hich the causes of change are so numerous and often 
so unexpected, even the best informed must occasionally err. 
But the directors, as a body, are men of high standing and of 
much experience, acting with a strong sense of the responsi- 
bility of their position, and with considerable opportunities of 
observing what the demand for money is likely to be. The 
fixing the rate is indeecl one of the portions of the work of 
carrying on the business of the Bank which such a body of men 
as the Bank directors are likely to do best. A committee of 
men with great and varied commercial expeifcnces, fluctuating 
but slightly from year no year, wMi a head appointed for two 
years — which is, broadly speaking, the constitution of the B9nk 
court — is very well constituted to judge of the \^alue of money 
from day to dayr^t is not so well constituted to meet the 
greater difficuUies^nich banking has nowadays to* contend 
with, and^ which appear to require ^ha^a permanent governor 
shQyld be appointed to maintain’a Qi6re complete control over 

* 'Hiese i^ints are also dealt in Chapter X., p.*^5, which contains Table«i3, 
pp. 98, 99, showing the changes in^the Rate^of l 5 iscDunt Charged by the Bank of 
England and the number of days at each Rate. 
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the business of the Bank than caif be done by any bo4^ of 
directors, however able and well selected. ' 

The constitution of the governing body of /he Bank of 
England is a subject which has been frequently discussed, and 
ih seems impossible to speak on this subject at all without 
saying something about it. The remarks on it^by Mr. Bsrgehot 
' in his well-known work, Lombard Street, are well known. His 
opinion was that the appointment of a permanent deputy^ 
governor “wouM givfe to therdecision of the Bank that fore- 
sight, that quickness, and that consistency in whjch those 
^ decisions are undeniably now deficient," and, it should b/? 
added, wovdd ^secure the continuity in the management which 
is ^o m«dnie^ded. Much must necessarily be left to the 
’'individual authority of the governor, who is usually a cautious 
man, with a well-trained business mind ; but — as an example it 
is a most dangerous thing that one governor of the Bank should 
be able to say that he will, in time of pressure, make advances 
on Consols, and that another should, under similar circum- 
stances, be at liberty to decline to do so. A settled sound 
policy, firmly carried out, is needed, and this should be secured. 

Mr. Bagehot’s remarks appeared some thirty years since. 
Few persons, however, remember that the subject was under the 
consideration of the Select Committee of the House of Lords 
appointed to consider the Commercial Distress wKich cul- 
minated in the panic of 1847. The report of that Committee, 
published in 1848, reprinted in 1857#' is a singularly able and 
well-reasoned document. The Bank Act of 1 844, a new and 
comparatively untried measure in 1848, came naturally under 
discussion. Thtf question whether any remedial measures to 
meet the serious evils which" followed the crisis of 1847 were 
pol&ible was considered by the Committee. I need not 
apologise for quoting from their remarks, keeping the formal 
arfangement of capital letters in the docur'ii^:i^‘ which looks so 
strange to modern eyes. They entered on* this branch of their 
subject with a recognition of “the Duty and Obligation of 
maintaining at all Time^ the practical Convertibility of r the 
Bank Note." They 'considered this first and most essential 
object to be kept constantly in' view. The practicaJ^ questions 
?»'hich arose were, '‘Whether this great Berfefit is attained with 
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Ceitainty?. Whether it !s attained proper Means, ^ and 
whether the restrictions of the Act of 1844 site nqt attended 
with grievo\Js and unnecessary Evils of a collateral ^ Kind ? 
That • many the provisions of that Act were judicious was 
readily accepted by the Committee, but the attempt “ to enforoe 
by Law, under all Circumstances, one fixed and inflexible Rule ^ 
for the Management of a national Bank of Issue, seems incon- 
sistent with the best written Authorities, with the general 
Principles of Economic Science, as well ^s witk the Testimony 
of many ^Witnesses of Practical Knowledge and Experience. 

. . “It is difficult, in the Judgment of the Committee^ 
appeal to more demonstrative Evidence on this Sutyect than is 
to be foilnd in the Treasury Letter of the 25th ’Oct(A^'!;[ 18^7]. 
That Letter wa^ a practical Repeal by an Act of Authority of 
the restrictive Clauses of the Act. It appears impossible at 
once to defend the restrictive Provisions of this Act, and to 
justify the Letter, which in this respect abrogated, or at least 
suspended, those very restrictive Provisions. The Committee 
consider that those Restrictions materially aggravated the 
Pressure and produced the Panic of October, 1847- But even 
if those Restrictions were originally defensible when enacted, 
their Hold on Opinion, as well as their Authority in Practice, 
had been materially impaired by the Letter by which they were 
superseded — by its acknowledged Necessity and by its un- 
deniable Success. The Precedent is established, and its Appli- 
cation will inevitably be* called for on other occasions. The 
report continues, “ To leave these Cases, when they do arise, 
to be dealt with by the irregular Exercise of the mere Authority 
of the Crown and its Advisers, setting aside*! . . the ej^ress 
provisions of a distinct Statute,* appears wholly inconsistent 
with that Fixity and Ovder which it is, or ought to be, flie 
Object of all Lew to secure. ' Two suggestions were “made 
to the Committ^v. , the one an absolute Repeal of the Act^of 
1844, ^he other aXbntinuance of the • Act, accompanied by a 
Power of Relaxation.” As the Comipittne were of opinion 
thaj^many of the provisions of the .Act were judicious, it was 
the second proposition yd^h they advocated. They discussed 
the plans 'which had b^enNaggfested by.whiph such a relaxing 
power mfght be e^tercised. The§e resolved themselves prao^ 
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tically into three, “a legalised Authdrity vested in the Gov* rn- 
ment; in (he Government and in the Bank conjointly ; oi in 
the Bank of England alone. . . The “ thir^ proposal (wl ich 
in the Judgment of the Committee is preferable Ja either of .he 
tjvo first), namely, vesting this Discretion in the Bank of 
England, cannot be disposed of without giving some* Con- 
' sideration to the Constitution of. the Bank of England. The 

O 

Objections which have been often urged against the Banl^ 
more especially* if erftrusted with a Discretion like that now 
under Consideration, are a Want of Permanence and of Con- 
-.sistpncy derived from its System of periodical Elections qf 
Governors, and Deputy-Governors — the evil Consequences of 
fillmg thet^' high and important Offices as well as the^Appoint- 
^ments to the Committee of Treasury, by a rr^ere Rotation of 
Seniority — and the intimate Connection subsisting between the 
Directors and the Commercial World of London, which may 
cast on them a Degree of Pressure difficult at Times to be 
resisted. It appears further to be apparent from the evidence 
that the immediate pecuniary Interest of the Proprietors as a 
Trading Company may at Times supersede or control larger 
and higher Considerations. This ought not to be . . . No 
narrow Views of the mere pecuniary Interests of its Proprietory 
should exclusively control its Action.” 

These remarks, made by a Committee of the House of 
Lords now more than half a century since, show for what 
length of time the subject of the con'^titution of the governing 
body of the Bank has been under consideration. The same 
points which required attention in 1848, the want of per- ‘ 
manence and coAsistency in the management, the danger that 
the immediate pecuniary intei*ests of the proprietors as a trading 
cdh^pany might supersede larger and higher considerations were 
felt as strongly immediately after the parsing of the Act of 1844 
as they could be , now. No personal crttirfem, of course, is 
intended in these remarks ; they apply natfirally to the circum- 
stances under which the management of the Bank is carried on. 
The length of time * that ^ has elapsed doubtless shows Jjgw 
difficult it is to dCrrive at any satiV^«*tory settlement of the 
question, which is^ now more Importantc than at any previous 
period of our business history. 
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A djstiiict statement of policy on the part of the Bank as 
to the course of action they would follow in any time of business 
pressure, as w^!i as on many other points, is now greatly needed. 
The Bank nmV carry out habitually the decision it is understood 
to have arri\ ed at in 1878, and admit that il cannot fix sa 
definife rate for% advances. In this case it will be difficult ,»to 
establish any other representative body in London whose 
Resolutions as to^the rate to be charged on bills would carry 
exactly the same weight as tho decisions of ’an independent 
body, su«h as the directors of the Bank. 

The inconvenience, however, of there being no recognise^ 
standard for the rate to be charged /or money would bo very great. 
It is far ^fest for all bankers, and for those who do business with 
them, that there^should be such a standard. Since the Bank has 
let it be known that it does not mean to be guided by its own 
rate at all times, it may become needful to consider what standard 
can be established as a substitute for that guidance which will 
no longer exist exactly in the same form for the futifre, and 
what is to take the place of the public notice of the Bank rate. 
The bankers and bill-brokers of the metropolis seem the fittest 
persons to judge of the value of money, and the decision of a 
committee appointed by them, v/orking together with repre- 
sentatives of the Bank, would be the best substitute that could 
* 

be found for the decision of the Hank Court. It would, in fact, 
be the opinion of that court, strengthened by the judgment 
of those who had the bos': means of knowing what rate should 
be charged. This opinion would be more authoritative than 
that of the Bank of England alone. The rate to be allowed 
on deposits would naturally follow. This shSuId be fixod not 
only for London, but for the country districts as well. 

Such an arrangement would tend to check any undesirable 
competition for deposits, and would tend to a uniformity of 
action between bankers of the country generally, and 

of the metropolis in particular. All the b^^nks would be repre- 
sented on the comfVniuee proposed; aftd their representatives 
concur in ^J>e rate ^ be recommended. Much has been 
said on both sides of tli/question as to^wfiether the allowing 
interest qp deposits, and the consequent -enormous accumulation 
.of money in the hands 0? banks, is a desirable thing or noS ; 
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but the allowing interest on deposits is so entirely the fule that 
question is now not whether the practjpe is or is not a 
desirable one, but how it can best be regulated f^r the general 
advantage. ^ ^ 

Again, such an arrangement would tend to check an unduly 
high rate of interest being allowed on deposits. The rate 
would be known as that which ^a representative and prudent 
body of bankers thought it safe to adopt. Any bank deviating 
from the rule 'would be bound, as it were, to show cause 
why it did not follow the example set by such a body of 
-men. The Banking Committee would not be likely to re- 

commend an "unduly high rate. Such a rate is dangerous 
for, two 'reasons : the one, because an unduly hig^i rate of 
interest has a tendency to cause those who allow it to seek 
unsafe but highly-paying securities ; the other, because it 
has a tendency to cause reserves to be pared down to 
a minimum. While speaking on this subject, it is well to 
mentidn that every now and then it is understood that banks 
have made no profit whatever on the sums they held on deposit. 
No doubt any bank so circumstanced holds other sums belong- 
ing to its customers on which no interest is allowed, and from 
which and its other resources it derives the means of meeting 
its expenses and paying its dividend. But to have the custody 
of vast sums, with all the attendant risks, without any resulting 
profit to set against these, cannot be a desirable or a safe thing. 

In part the plan proposed here 'has been carried out for 
some considerable time. A committee, composed of represen- 
tatives of the metropolitan joint stock banks, meets when .a 
change in the Bank rate is announced, and fixes the rate to 
b^ allowed on deposits in tondon. It is desirable that this 
arrangement should be carried furthef, and that a uniform rate 
should be arranged at these meetings for all deposits held by 
bcinks whether in London or in the countr^^” 

To conclude, fixing a rate can hardly be separated from 
the custody of the reuerVe. The metropolitan banks might 
have elected, now that the ‘Bank rate stands in so altewd^? 
position, to work widiout a reco^nlse^rSte at all as to allowance 
of interest on deposits.. But the inconvoiiience of su6n alJourse 
would have been so great that they have been compelled to 
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further till 

countiy. A further advantage of the method here sketched 
Dut would be that it would facilitate the formatfon and main* 
:enan(?fe of a si^table reserve. The maintenance of such .a 
'eserve is a duty inseparable from the functions of the body on 
k\}iich lies the responsibility of fixing that rate which is the 
recognised standard for the rest of the community. The pub- 
ication of, the balances kept by the Clearing Bankers with the 
F^nk of England would be an assistance to the attainment of- 
this. 

In reference to this question, it may be mentioned by •way of 
illustration that V:he Associated Banks of New York habitually 
publish weekly the average amount of their own reserves in 
specie and legal tender notes. By the National Bank Acts 
of the United States, which govern the administration of these 
banks, fixed legal minimum has to be held in this nfenner. 
It is therefore a far more serious thing for the Associated 
Banks of New York to publish their figures, which may show 
that their reserves are below the legal limit, than it would 
be for the English banks to publish the amount of their balances 
with the Bank of England, which they keep at the point which 
each banic fixes for itself. In the case of the American banks 
the legal minimum is a strict and rigid line. In the case of the 
English banks, the amount is left to their own discretion. The 
practice of the American banks is merely quoted here by way 
of illustration. Their action is a proof that publication tends 
towards safety and need not be regarded as Shy occasion for 
alarm. 


devise the 
standard 


method mentioned above of establishing a recognised 
ivhich in time may, it is to be hoped, fee carri^ 
it includes all the banking offices throughout the 
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The manner in which the deposits held by the Bank are em- 
ployed requires our attention. The capital and accumulated 
and undivided profits of the Bank of England (the “rest/’) 
amount togeth^f to about millions. 

^ The securities held by the Bank of England are divided 
in the usual weekly statements between the two heads of 
“ Government ” and “ other ” securities. It has not been 
tboiight necessary -to make any further anaTysis of the Govern- 
ment securities held by the Bank than that given in Chapter II., 
p. 27, as a large -pro{)oruon of these securities, and, in par- 
ticular, those held in the circulation department, are sa^er- 
-manent in amount for long peribdsiJtbat no detailed statement 
appeared likely tc be generally uselul. cThe “other” securities 
are not included among the statements of monthly averages 

64 ’ 
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on whijh a great part 0/ this analysis is based, but as an 
investigation into, their amount will be of service, the yearly 
averages have been tabulated from the ordinary weekly returns. 

The totah annual average amount of the “other” securities 
will be found in col. 26 of Table 3, p. 13- 

The increases in the sums thus held is large, and in a general , 
way proportionate to the increase in the deposits. 

^ Mr. Thomson Hankey intimated, in his remarks on the 
working and management of the* Bank of EngFand, that, while 
the deposits of the Bank should be invested in good banking 
s^^curities, such as bills of exchange, loans for short periods OP " 
good securities, Government stocks, etc., the capitsal may be 
invested *ifi*securities of a more permanent description. With , 
regard to the i^vestment of the capital, no part of this is re- 
quired to be kept in reserve : all may be invested in interest- 
bearing securities, which should be of undoubted character, but 
not necessarily of the same readily convertible nature as that 
part which is held liable to recall of deposits.” — Hankey, On 
Banking, pp. 13, 14. 

The bills discounted and temporary advances have been 
separated in the tabular statement from the remainder of the 
“ other securities ” to as late a date as the published returns 
permit. It will be observed that the portion of the “other 
securities” which does not consist of bills discounted or of 
temporary advances, the annual average of which is given in 
col. 2S of Table 3, p. 14, fluctuated less in amount for the years 
1873 to 1875, the last for which the information can be given, 
thjn the “bills discounted” or the “temporary advances.” 
Guided by Mr. Thonjson Hankey s remarks, we mayoaup* 
pose the sums indicated in col. 26 to be invested in loans 
corporations for local in?provements, to railways on deben- 
ture stock, in sejurities'of colonial governments, and in other 
securities more of*^^ of a permanent character, ^r. H. k. 
Holland, deputv-governor rf the Bank stated in 18T55 that 
the amou/it of railway debentures, heicj^ at that time was about 
4 JpaiU^^ns. The fluctuation j in the ‘total ^ount of the “ other ” 
securities, as compared wilh tho^e held in, 1844, will be foun^ 
markecf 1 irt;:ol. 27 of Table ^3, p. 13.^ 

^ We nov/ proceed* to consider the amount of bills discounted 
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by; the Bqink of England The yearly average of*th|se, from 
1644 Table p. 14. Col 31 

contains the proportion of the yearly average to that of 1844, and 
col. 32 shows the proportion of the bills discbunted to thfe total 
of the “other ’ securities. The bills discounted never amounted 
to half of the tptal of the “other” securities. On average they 
were something like a third of these. The information about 
the amount ceases in 1875. The fluctuations in the amount 
of bills discounted was very considerable during the period 
over which our information extends. The amount for 1868 
was only about one half that of 1866, and was very nearly 
similar to<the average of 1815. There are larger fluctuations 
also shown in the weekly statements than those be^ ^een these 
annual averages. 


In 1866 the highest amount was about 16 millions, the lowest about 7 milli 
»j 1867 . tt ^ 4^ 

»i 1868 „ 7 ,, 4 

M 186, q „ 7 „ 4 

n 1870 „ 10 „ 5 

„ 1871 „ II „ 4 

u 1872 „ 9 „ 4 

i» ^873 j) » 4 

»i ^874 » 6 3 

It 1875 11 6 >j * 


ions. 


There was a considerable increase in this branch of the 
business of the Bank between 1844 and 1875, after which year 
no information as to the amount of the bills discounted has 
been published ; but it will be observed that the average of 
the three years, 1845-47, rather exceeded the average of the 
three years 1873-75, and the whole amount, though large, 
c^finform but a very small part of the total amount of bills, 
both inland and foreign, in circulation. The amount of these 
bills in circulation, including foreign bills, was estimated by 
myself as being from 300 to 350 millions in 1873. The total 
now in cjrculatioh (in 1902) probably "s?!2nrr^ely exceeds, if it 
even reaches, the ^mgfller of these figur^. Mr. Newmarchs 
estimate in 1851 was^t^at the corresponding amounts of bills 
in circulation then were from 189 to 200 millions. During 
ijie twenty years between 1850 aj7d*»i87o they had largely 
increased, but it is not believed that tke amount of bills now 
h circulation has kept up at all in' proportion to the increase 
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in busii\^ss generally. The difference in the arran|^ment« of 
business nowadays and those existing in 1873, and the milter 
in which the .official returns as to bill stamps are now made 
up, render difficult to form any reliable estimate of the 
account of bills in circulation. The position, speaking broadly^ 
appears to be Hhat there are fewer bills i]Ow afloat than , 
before in proportion to the Amount of banking money held, 
aad that there is a far keener competition for them. 

The influence of the Bank bf England in the discount 
market has in times past been considerable ; but its influence 
in this direction would not appear to be so large «as in 
other portions of its business, since its discounts had not 
increased same proportion as the bills themselvAs, jnor , 

had the discounls of the Bank continued to increase during 
the later years in which the published returns enable us to 
trace the business of the Bank in this particular. . A large 
portion of the deposits, it is believed, has been invested 
in more permanent securities. The proportion of bills dis- 
counted to “other” securities is given in col. 32 of Table 3, 
p. 14, and it will be obsewed that the proportion of the re- 
sources of the Bank placed in bills rather diminished in the 
later years over which our information extends. The table 
exemplifies the fact, which is generally known, that it is in 
times of difficulty and pressure that discounters of bills have 
recourse to the Bank. In 1847, 1857, and 1866 the amounts 
were large. There are beyond doubt private houses, as well as 
public companies, who do a larger business of this description 
than the Bank of England. In ordinary seasons the outside 
market is willing to accommodate its customers on si i daily 
lower terms ; and, in discounting bills, those who do thj^ 
business at the lowest figure are sure to have the preference. 

The immediate want^ of business are, perhe^ps, to be found 
most distinctly indicted among the temporary advances madt 
by the Bank of England, sh*>wn in coL^Jj of Table 3,*p. 14. 

No branch of business of the 3 ank,appprs t <5 undergo greater 
fluctuft#ions than tjjis one, ^nd in ncTne ^.re the influences of 
periods of pressure mor6' di^inctfy marked^# The amount foi;* 
1872 waTl&ree times as lar^e as that fn -1844. The business 
dQne in 1852 was not a sixth part of that done twenty years later.^ 
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The steady growth of this branch of the business wa^ very re- 
inarkable* during the last ten years of which«the particulars can 
be given. The annual averages will be foun 4 in col 33 of 
Table 3, p. and the proportion of each year t6nhe amount in 
1844 is given in col. 34. The fluctuations from week to week 
^e far greater fhan those shown by the yearl/ averages.* 



The extension of the scale on which business has pro- 
ceeded is curiously marked by the increase in the fluctuations 
during the later years in which this information was given. 
The * requirements of occasional borrowers were actually 
greater, and the yearly averages higher, in the years 1870 
and 1872 than even in the panic year of 1866. 

It is much to be regretted that the Information as to 
the amounts of bills discounted and of the temporary advances, 
given in the returns up to 1875, is now no longer supplied, and 
that it is not possible to trace this subject any further? 

After all, the Bank of England is, with respect to its 
private business, exactly in the sy.me position as any other * 
bank. It has only a certain definite sum which it can lend, 
and this it must husband, and not make advances \vhich do* 
397,1 naturally *turn themselves into money — as those made on 
good bills do — on the same terms as ’advances of the class we 
liave been speaking of. The resoifrces of the Bank are very 
considerable ; but if it made over-large advances on securities 
of a fixed character, it would experien'Ce The inconvenience of 
doing ‘this just as other bank would “So. 
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ThII amount of ijotes issi^d by tTic‘B^nk now comes under 
consideration. Table 70,* gives the. monthly averages 
of the nd^es of the Bank helJ by the public divided into 
groups of years — corresponding to the other tables from iSift 

69 
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TABLE 6. 

iloflthly Avtrugts of Note Circulation of Bank of Eng^land in th^!iands of the Public/ 
o from 1845-1900, in groups of Ten Years, 1845-54, 1855/^ 1865-74, *1875-84, 
1885-94, of Six Years, 1895-1900, yrith Summary Table, 1845-1900. 



1845 -M 


185 &-< 4 . 

1865 - 74 . 

1875 ^ V 

Month. 

f 

Average for 
the Ten Years, 
£20,061,000. 

Av. of 
Ten 
Years 
= 100. 

Average for 
the Ten Years, 
£20,388,500. 

tiverage 
of Ten 
Years= 
100. 

Average for 
the Ten Years, 
£24,027,500. 

Average 
of Ten 
Years = 
xoo. 

Average for 
the Ten Years, 

Average 
of Ten 
Years = 
100. 

January 
February . 
March > . 
April . 

M!ay . 

June . 

July . 
August 
September . 
October 
November . 
Decemb(if . 

20.317JI00 

i 9 » 930 , 9 oo 

19.506.900 
20,500,400 
20,211,300 
19,624,500 
20,656,200 

20.325.900 
^9, 652, 400 
20,561,800 
20,141,600 

19.304.900 

JOl 

100 

97 
102 

lor 

gS 

103 

jor 

98 
103 

JOO 

g6 

20,253,400 

19,806,900' 

19.619.000 

20.715.700 

20.488. 100 

20.048.100 
21,086,500 
20,840,600 

20.365.700 
21,181,200 

20,573,300 

19.684.000 

99 

97 
g6 

102 

JOO 

98 

103 
102 

JOO 

104 

JOT 

97 

23.664.600 

23.106.300 

22.979.300 
24,061,000 
24,190,500 

23.893.200 

24.874.300 

24.678.200 
24,251,700 

24.970.600 

24.133.200 
23 » 527,400 

98 

96 

100 , 
joC 

99 
103 

103 

101 

104 
100 

98 

£ 

27.185.700 

26 , 395 ^«:oo 

26^9,900 

-7,151,300 

27.179.200 
26,845,600 
27,643,400 

27.572.900 

26.939.900 

27.668.900 

26.941.700 

26.685.200 

r 

10/ 

98 

97 

JOO 

101 

99 

102 

102 

JOO 

102 

JOO 

_!!_ 

Difference : 

Hiahesl and Lowest 

Difference : 

Highest 

Difference ; 

Highest 

Difference ; 

Highest 

Month, ;Cr935^tOcx>* 

Mean of extreme Variations for 
» 84 S-S 4 . 3 ’S% 

and Lowest Month, 
£i, 562 ,och>. 

Mean of extreme Varia- 
tions for 1855-64, 4% 

and Lowest Month, 
£1,991,000. 

Mean of exit erne V aria- 
lions for 1865-74, 4 % 

and Lowest Month, 
£1,509,000. 

Mean of extreme Varia* 
tions for 1875-84, 2'5% 



1885 - 94 . 

1895 - 1900 . 

1845 - 1900 . 


Average for 

Average of 

Average for 

Average of 

Average for the 

Average 

Month. 

the Ten Years, 

Ten Years 

the Six Years,'* 

Six Vears 

Fifty-six Years, 



£24,883,400. 

= 100. 

£a 7 , 36 o, 9 a 4 . 

= 100. 

£23,736,100. 

xoo. 


£ 


£ 


£ 


January. 

24,571,600 

99 

26,569,908 

97 

23,559,600 

100,, 

February 

23,8«£,3oo 

96 

26, 132, 162 

95 

23,000,100 

97 

ftlav''' , , 

23,922,100 

96 

24,446,964 

97 

23,045,600 

97 

April . . 

24,799,200 

100 

27,358,572 

'* 100 

23,847,900 

100 

V-y . 

24,979, 100 

100 

27,377,380 

100 

23,834,700 

too 

June , 

24,983,500 

101 

27,510,563 " 

101 

23,535,900 

99 

July . 

25 ^ 797,100 

104 

28,259,428 

103 

24,466,500 

103 

August . 

25,631,400 

103 

28,170,168 

‘ 103 

24,276,900 

102 

September . 

24,962,000 

100 

27,701,804 

mor 

23,716,100 

100 

October 

25,503,100 

i ^03 

27,933,312 

102 

24,400,900 

103 

November . 

24,838,300 

100 

27,421,564 

100 

'?3, 762,600 

100 

December * , 

24,631,500 

* 99 

27,449,461 

100 

23,266,400 

9S 

Difference: Highest and Lowest Movtb, 

Difference; Highest and 

Difference: Highest and 

£1,914,800. 



' Lowest Month, £3,x37,ooo. 

Lowest Month, 

Mean of extreme Variauons for .885-94, 

Mean of extreme Varia* 

h^an of extr^e Varia> 

— i 



tioiiS for X89S-T90' 47. 

tionS'^for Z84S-X900, 37, 


Not including those held in the Banking Department 
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* TABLE 7. * 

Mootfaly Averages of Biillioo in the Issue Department of the Bank of England, from 
iB4S-*9«>, divided idto groups of Ten Years, i 84 S-S 4 » 1855-64, 1865-74, 1^5-H 
1885-94, and of Six Years, 1^5-1900, with Summary Table, 1845-1900. 


• 

1 % * 1845-61 

1 1855 - 64 , 

1865 - 74 . 


U 79 -M 


Moritb. 

Average for 
the Ten ’/ears, 
;(;i4, 625,000. 

Av. of 
Ten 
Years 
=100. 

Average for 
the Ten Years, 
/;i3, 645.000. 

Av.of 

Ten 

Years 

=100. 

Average for 
the Ten Years, 
;6 i9, 356,000. 

Av.o*f 
Ten 
Years 
= 100. 

« 

Average for 
the Ten Years 
;{;24,436 ,ooo. 

Av.dt 
Ten 
Years 
a Ao. 

January . 
F^ruary. 

March . 

April 

May . * 

Tune 

July . . 

August . 
Sep^mber , 
OctoNn . ‘ 

November 
December 

£ 

14.815.000 

14.833.000 

14.996.000 

14.372.000 

14.175.000 

14.839.000 

14.945.000 

14.637.000 

14 . 557.000 
u 111,000 

^ 4 ^.^,ooo 

14,82^,000 

/Of 

102 

lOS 

g8 

97 

102 

102 

100 

100 
g6 
gS 

101 

£ • 

13.112.000 

13.354.000 

13.789.000 

13.714.000 

13.634.000 

14.263.000 

14.256.000 

14.102.000 

14.170.000 

13.438.000 

12.778.000 

13.132.000 

g6 

g8 

JOI 

100 

101 

^os 

/04 

103 

H04 

gS 

94 

g6 

£ 

19.236.000 

19.138.000 

19.165.000 

18.650.000 

18.345.000 

19.928.000 

20.212.000 

19.935.000 

20.196.000 

18.881.000 

18.903.000 

19.685.000 

99 

99 

V 9 

96 

95 

103 
J04 
103, 

104 
g8 
g8 

J02 

£ 

23.206.000 

23.620.000 

24.291.000 

24.398.000 

24.160.000 

25.218.000 
^6,049,000 

25.767.000 

25.690.000 
24,458,500 

23.268.000 . 

23.109.000 

95 

97 

99 

100 

99 

•io6 

los 

100 

* 95 
95 

Difference : Highest and Lowest Month, 
^1885,000. 

Difference; Highest 
and Lowest Month, 
;fii,48s,ooo. 

Difference: Highest 
and Lowest Month, 
;Ci,867,ooo. 

Difference : 1 
and Lowest 1 
;£2,940,000. 

lighest 

Month, 

Mean of extreme Variations for 1845-54, 

i‘s 7 o 

Mean of extreme 
Variations fu< 1855-64, 
5 - 57 .. 

Mean of extreme 
V ui iations for i8ti5-74 , 
4 *s 7 . 

Mean of extreme 
Variations for 1B75-84, 
5 ‘ 57 o 





1885-94 


1895 - 1900 . 

1845 - 1900 . 

Month 

Ave.-age for 
the Tsn Years, 

8b 3,000. 

Aveiage of 
Ten Years, 
= too. 

Average for 
the Six Years, 
i; 34, 149,000. 

Average of 
Six Years, 

=rIOO 

Average for the 
Fifty-six Years, 
j 63 o, 6 i 3 ,ooo. 

Average of 
Fifty-six 
Years, 

«I00. 


£ 


£ 


£ 


January 

21,020,000 

92 

33,690,000 

99 

19,929,000 

97 

February . 

22,491,000 

98 

35,476,000 

104 

20,486,000 

99 

March 

23, )?9(Ooo 
22,823,000 

102 

35 , 470,000 

104 

20,869,000 

lOJ 

April 

Miay 

100 

33, 5^^2,000 

gS 

20,368,000 

99 

22,634,000 

99 

34,249,000 

100 

20,267,000 

9 S 

June 

24,578,000 

107 

35,197,000 

103 

21,419,000 

104 

July 

24,929,000 

nog 

35,023,000 

i 03 

21,679,000 

103 

August 

23,924,000 


35,205,000 

J03 

21,337,000 

103 

September . 

23,563,000 

103 

35 , 557,000 

104 

21,341,000 

103 

October 

22,052,000 

96 

32,806,000 

96 

20.112.000 

19.674.000 

98 

Navember . 

21,609,000 

94 

32,035,000 

94 

95 

December . 

21,641,000 

95 

31,575.000 

92 

W9, 88 1, 000 

96 

Difference : Highest and Lowes? Month, 

Difference : Highest and 

Difference: Highest and 

^^3,909, 000. 


\ • 

Lowest Mouth, ;63,982,ooo. 

Lowest Month, ;Ca,oo5,oo'/^ 

Mean of extreme Variation': for 

1W5-94, 

Mean of extreme Varia- 

Mean of extreme Varia- 

B*s 7 . 


• 

tionsfor 1895-1900, 6‘Y„ 

tioHif for 1845-1900, 57, 


Gold Bullion \fi the Issue Department of the Bank of England. 



Ti 

Liffcrence between 

• .-M 

. • 

Mean of the 


the Highest Month and 

extrqpe Variations 


the Lowest Month. • 

• 

during each period. 

• 


• 

& 

> */. 

1845-54 • 

* 885,000 

* 5'5 

1856-64 

1865-74 . • . 

i,48ij;,ooo 
1,867,000 • 

*45 

1875-84 • 

2,940,0*0 

55 

1885-94 

3,909,000 

S5 

1896-1900 , 

3,982,0*0 ^ 

6 

1 
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to 1900— with a summary table oV the whole period. This 
shows how generally equable the note circulation of the Bank 
is. The highest months in the returns from July to October 
do not correspond with the highest months in th]p table of the 
liate of discount charged (Table 12, p. 97). They no doubt 
rej)resent a demand arising from the annual “ Autumnal Drain ” 
described in Chapter XIV., Table 20, p. 138. 

Annual averages of the notes held by the public will ^e 
found in cols. 35, p. 14, and 35^ 39, p. 15, of Table 3, which give 
the country circulation, the metropolitan circulation of^the Bank 
of England, ^ and the amount of both these united. The ex- 
tension of ^his portion of thq business of the Bank was very 
small for more than twenty years. On average thgc^ liad b&n 
harily any increase up to 1864. Since then there has been a 
gradual growth, which advanced to 45 per cent, in 19CX). 
The notes held by the public are issued partly in London, 
partly at the provincial branches of the Bank. The circula- 
tion has been divided under these two heads down to the close 
of 1881. The returns accessible do not continue this division 
to a later date. Up to 1875 the increase in the circulation, as 
will be seen by col. 35, p. 14, took place ratheV in the country 
than in the London circulation, which will be found in col. 37, 
p. 15. While the provincial circulation in 1844 formed only 
32 per cent, of the total circulation of the Bank, it formed in 1873 
and 1874 about 39 per cent, and from 1878 to 1881 the provincial 
circulation formed 35 per cent of the total. The whole note 
circulation of England and Wales, including the notes issued 
by the.private and joint stock banks, was ;^28,420,ooo in 1844, 
^3^^500,000 hr 1877, ^32,400,000 in 1878, and ;f30, 638,000 
hi 1900, divided at that date between ;^29, 396,000 at the Bank 
m England and 1,242,000 at the 'English country issuing 
banks. Hence the Bank of England notes issued at the 
co^untry branches may in some degree lhave taken the place 
of lapsed local 'note Jpues, and this may account for the 
greater increase of the ^proyincial than of the metropolitan 
note circulation. Tiie *total increase is, however, ^^ 1 — 
smaller than the ' qugmentation ‘in other portion of the 
business of the Bank of^Englknd Which these returitsrenable 
u$ to trace, and far smaller than the incrbase in the metallic 
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• • 

circulatign 6f the country, which was estimated as being about 
105 millions in 1^2, and from ioo,ooo,ocx) to 1 1.0,000,000 
in 1883,* by Mr. Newmarch as ;^36,ooo,ooo in 1844, t ^^y Sir R, 
Peel as betwe^ ;^30,ooo,ooo and ^35,000,000 (H. of Commons, 
April 25th, i^). While, therefore, the coin *in circulation 
has increased seething like seventy millions, the total note 
circulation of Ejigland and •Wales was in *1900 only two 
millions larger than it was in 1844. It is also quite possible 
that this increase, small as it is? may prove t6 be only tem- 
porary, as, fluctuations of from one and a half millions to two 
millions, and even of larger amounts, are not uncommon •be- 
tween the average of one year and another in the rfiote circu- 
laticm of Bank of England. The figures for the years ffom 
1879 to 1885 are examples of this in the way of diminution, 
and those from 1894 to 1900 in the way of increase. 


Year. 

1879 



Notes of Bank 
of England held 
by the Public. 
Average. 

• ;£29,212,000 

Year. 

1894 

1880 



26,91^,000 

•89s 

1881 



26,321,000 

1896 

1882 



• 25,985,000 

1897 

1883 



25,568,000 

1S98 

1884 



25 » 35 S ,000 

1899 

1885 

« 


24,667,000 

1900 


Notes of Bank 
of England held 
by tht Public. 
Averag^e. 

• £2$, 300, 000 
, 25,800,000 

26.500.000 

27.200.000 
. 27,400,000 

27.900.000 

29.400.000 


Table 8, p. 75, coq/ains the averages of the English 
country note circulation from 1845 to 1900, divided into periods 
corresponding to those into which the other tables contained 
in this volume are arranged. The statemenris brou^jht in 
here, as this will be Convenient* to those who desire t^'see 
the details of the rnaTmer in which the note circulation of 
England is made up.« Under the operation bf the Act of 
1844 the country notef' circulation has dwindled till, from being 


* Estimates bas'^.d on Professor Jevons’s sisLt^mznt" /nvesf^^a^tons in Currency 
and p. 266 et seq. ; on statemefit of %Coinag*e of Gold for Twenty-four 

29th June, 1872^; and on ’papers r^d by R. H. Inglis Palgrave, 
before the Bankers’ Institute, J^ebruary, 1883, DejtUency of Weight in our 

hold Coifiare^ with a Proposal firjts R^orm^ and November, 1884, on the Qiold 
Coinage: Position of Matter f at the Present Tf,me* * • 

^ t Tooke and Newmarch’s p/tstory of Prices^ vol. vi. p. 701. 
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(1845 101847) ;f7,ooo,cxx), it is now (19O2) |ess than 

^875,000.^ The note circulation of the ^ank of England 
has thus apparently hardly filled the void which the re- 
duction of the country note circulation has lefc; and ff the 
^ount of the notes of the Bank of Englan/1 held by the 
other banks in England as “till money’’ coufld be separated 
' from the remainder, it is probable that the total amount of 
notes actually in the hands of the public is smaller new 
than it was some fifty years since. Nor is it advisable to 
leave this part of the subject without an expressiouc of regret 
at the policy followed in framing the Act of 1844, which, 
instead of,, strengthening thp country note circulation,, was 
designed to suppress it, thereby increasing the d^jjanefs o^he 
reserve of the Bank at times when the note cJff^lation tends 
naturally to expand, and simultaneously depriving English 
banks of a branch of their business particularly useful in the 
establishment of small branches in remote districts, and thus 
developing business and trade in places where this assistance 
is most needed. A reasonable stamp duty might have been 
charged for the exercise of this privilege, which might have 
produced a larger revenue to the Government than that re- 
ceived from the note circulation of the Bank, issued against 
securities under the provisions of the Act of 1 844, beyond the 
;^i4,ooo,ooo originally permitted by that Act. The notes 
could easily have been amply secured, and an advantage to 
business maintained. Scotland and Ii:eland have retained their 
provincial note issues. In England a different course has been 
followed, to the disadvantage of the country. 

Tjje fluctUeCtions in the English country note circulation 
been small; they do not exactly follow those shown in 
the circulation of the Bank of England, partly perhaps be- 
cause that has been more in the metropolis, while the country 
note issue was largely among the agricultural^ districts. 

Table 9; p. 77, , shows the amounts and the proportions 
of the different denomin?itions of notes composing *the circu- 
lation of the Bank of England for the years 1856-76, ,the 
earliest and the lafe^st dates available.#. The large ‘notes, it will 
be seen, formed in.. 18 76 a smaller part of the whole (jiFEulation 
thcin they did twenty years previously. The notes from ;^20 
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TABLE 8 . 


M onthl y AveraeesXof Country Note Circulation, England, frt»m 1845-190^ *• 
groaps of TenVears, 1845-54. 1855-64. 1865-74, 1875-84, 1885-94. ^ 

Six Years, 1895-1900, with Summary Table, 1845-1900. , 

• - 


• 



184&-M. 

-% 

1 1855-64. 

1 1865-74. 

1875-fl 

!4. 

• 

Month. 

Average for 
the Ten Years, 
i;6, 794,000. 

! • 

Av. of 
Ten 
Years 

= IOO. 

Average for 
the Ten Years, 
;^6, 344.000. 

Aveiage 
of Ten 
Years = 

IQO 

Average for 
the Ten Years, 
;C5, 118,000. 

Average 
of Ten 
Years = 
100. 

Average for 
the Ten Years, 
;£3, 888,000. 

Average 
of Ton 
Years = 

IC». 

Jahaary 
Februaw . 

April . 

May . 

J une . 

July . 
August 
September . 
October 
November . 
December . 

£ 

6.862.000 

6.731.000 

6.748.000 

7,oo2,or.'> 

6.676.000 

6.658.000 

6.404.000 

6.625.000 

7.130.000 

6.885.000 

6.601.000 

lOI 

99 

99 

103 

98 

98 

los 

lOI 

97 

£ 

6.415.000 

6.235.000 

6.302.000 

6.640.000 

6.508.000 

6.251.000 

1 6,170,000 

6.062.000 

6.216.000 

6.645.000 

6.510.000 

6.179.000 

lOl 

99 

roj 

103 

98 

97 

95 

g8 

los 

J03 

97 

£ 

5.268.000 

5.112.000 

5.085.000 
5.375>ooo 

5.272.000 

4.963.000 

4.886.000 

4.826.000 

4.955.000 

5.3715.000 

5.236.000 

5.061.000 


£ 

4.4075.000 

' 3,832,000 
3,?22,000 
4,087,00® 

4.048.000 

3.843.000 

3.772.000 

3.644.000 

3.727.000 

4.058.000 

3.971.000 

3.775.000^ 

g8 

105 

^104 

99 

97 

96 
104 
102 

97 

Difference ■ Highest and Lowest 
Month, ^^636, 000 

Mean of extreme Variations for 
*845-34, 4 ’S'^ 

Difference: Highest 
and Lowest Month, 
;£ 583 ,ooo. 

Mean o'^extreme Vari.i- 
tions for 1855-64, s% 

Difference : Highest 
and Lowest Month, 

/;S49,ooo. 

Mean of extreme Varia- 
tions for 1865-74, 5'S % 

Difference : Highest 
and Lowest Month, 
/I443.000. 

Mean of extreme Varia- 
tions for 1875-84, 5‘5% 


0 

Month. 

1885-94. 

1895-1900. 

1845-1900. 

Average for 
the Ten Years, 
^3,366,000. 

Average of 
Ten ^ars 
= 100. 

Average for 
the Six Years, 
/;i. 446.900. 

Average of 
Six Years 
= too. 

Average for the 
Fifty-six Years, 

A.ssa.ooo- 

Average 

of 

Fifty-six 
Years =s 100. 


£ 


£ 


£ 


January 

2,432,800 

103 

1,474,000 

JOB 

4,639,000 

JOB 

February 

2,3-35-100 

99 

1,438,000 

99 

^484,000 

99 

March . 

2,393,800 

lOI 

1,482,700 

JOB 

^5507, 00© 

a. -^00 

i^ril . 

2,479.900 

\io 5 

i,554;i6oo 

J 08 

4,756,000 


May 

2,478,100 

^05 

-1,549.300 

JO 7 

4,685,000 


June 

2,353.400 


1,457,700 

JOJ 

4,457,000 

98 

July . 

2,315,100 

08 

1,384,500 

96 

4,402,000 

97 

August . 

2,217,900 

.94 

1,314.300 

9^ 

4*291,000 

9 S 

September . 

2,222,200 


1,354,300 

94 

4,385,000 

97 

October 

2,420,000 

**J02 

1,464,300 

lOT ^ 

4,733,000 

104 

November . 

2, ,17, OOP 

1 102 

1,482,200 

JOB 

4,627,000 

i09 

December 

2.3'’7,300 

1 9^ 

1,407,000 

'• <27 

• 4,42^,000 • 

98 

Difference b #{t?hest and Lowest Month, 

1 Differt^fice : Q 

[ighest a6d 

Difference : Highest and 

/ia6a,ooo. 



Lowest M[f)nth, / 

,340,9p0. 

Lowest Month, ,£465,000. 

extreme Variations for i885-04» 

Mean of Extreme Varia- 

Mean of extreme Varia- 

5*3 V. 

• 


lions for 1895-1900, *‘5 V. • 

tions for 1845-1900, 5 */. 
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£ioo remained comparatively stationary; the greater^, part of 
the incre^e was among the smaller notes, ^especially among 
those for ;(f5. These, doubtless, as mentioned previously, in 
some degree have taken the place of the lapsed English country 
issues. “ f 

, To complete this analysis, the annual average of the total 
coin and bulliori' held by the Bank has been included. This 
average will be found in col. 41, Table 3, p. 15 ; the columns 
marked 42, 43; 44, and 45 show the proportions which the 
bullion has borne to the amount held in 1 844, to thet liabilities 
on deposits and bank post bills, to the note circulation, and to 
the' total liabilities under these two heads combined. Th^pro- 
portion^ of the bullion to the liabilities is smaller ;iow tnSn it 
was in the earlier years over which this inquirjT extends, while 
the amount of bullion held has more than doubled (Table 3, 
col. 42, p. 15). The monthly averages of the bullion held in 
the Issue Department are given in Table 7, p. 71. 

A Considerable increase, but smaller on the whole than that 
in the reserve and than that in the deposits, will be observed to 
have taken place in the bullion held. It has been mentioned 
that there appears to be no general relation whatever betw:een 
the amount of notes issued and the rate of interest charged. 
Nor is it easy to trace an exact relation between the amount of 
bullion held and the Bank rate. The average held in 1868 was 
more than 20 millions, with a discount rate of 2 per cent. ; the 
holding in 1873 was about 22 milliofis, with a rate of 4f per 
cent. ; the average held in 1876 was 28 millions, with a rate of 
about 2^ per cent. ; the average was, in round figures, z 6 
millions iir 18^*3, with a rate of about 3 per cent., and 33 
pillions in 1 898, with a rate of 3!^ per ceht. ; and the differences 
shown by the weekly returns are greater still. Thus 7 per 
cent, was charged on 9th November, 1*872, with .^i9,75o,cxx) 
bullion held on the 4 ate of the nearest return, while 3 per cent, 
was charged on 4th November, 1869, with 18, 500,000, more 
than a million less,- held in a similar way. * Again, 3.* per cent, 
was charged loth February, ‘'1875, with 20 millions of Wllion, 
ard 5 per cent, was charged 17th Octcber, 1 87 7^ with nearly 
23 millions of bullion.. Though the total amount of bullion 
held by the Bank is a very important thing, the rate of. 
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TABLE 9.«-Table showing: Composition of Bsnk of Engfland Note Circulstion. 
Divided according: ^ the Denomination of the Notes in Hands of the Public from 
1856 to 1876^ the latest date to which this information can be givra. 



‘ ^ 

1 

iPropor- 

Propor- 
tion per 


Proper- 

Propor- 
tion per 


Proper- 

j^por- 
tion per 
Cent^ 
of iw 
to 4x00 
Noies 
to Total 
Circula- 
tion. 


^ £s Notes. 

\an per 
\^ent. 
to 1856. 

1856= 

xoo. 

Cent, 
of is 
Notes to 
Total 
Circula- 
tion. 

j^xo Notes. 

• 

tion per 
Cent, 
to 1856. 
1856= 
xoo. 

Cent. 
oilxo 
Notes to 
Total 
Circula- 
tion. 

£70 to 
£100 
Notes. 

1 

tion per 
Cent, 
to 1856. 

1856= 

xoo. 

1856 

6,362,000 

100 

7 . 

33 

3,928,000, 

JOO 

7 o 

2 C 

5 , 474,000 

JOO 

7 . 

29 

1857 

6,386,000 

JOO 

34 

3,959,000 

JOT 

21 

5,530,000 

JOI 

29 

1858 

6,290,000 

99 

32 

3,896,000 

99 

20 

5,652,000 

JO3 

29 

1869 

6,678,000 

J05 

32 

4,145,000 

1^3 

20 

6,121,000 

JJ 2 

29 

1^60 

7,079,000 

lit 

33 

4,2^,000 

log 

20 

6,331,000 

jj6 

• 30 

1861 

6,673,000 

J05 

33 

4,045,000 

103 

20 

S, 947 ^o(to 

J08 

•«o 

1862 

799, 000 
^o,* 755 ,ooo 

loy 

33 

4,080,000 * 

104 

^9 

6,172,00^ 


30 

1802 ^ 

106 

33 

3,949,000 

JOO 

19 

6,142,000 

JJ 2 

30 

1864 

7,099,000 

112 

35 

3,966,000 

JOI 

19 

5,996,000 

idg 

r ^ 

1865 

7,403,000 

f ij6 

35 

4,085,000 

J04 

19 

6,153,000 

IJ2 * 

29 

1866 

8,153,000 

128 

35 

4,462,000 

^'3 

19 

6,957,000 

J 27 

30 

1867 

8,290,000 

^30 

35 

4,492,000 

J14 

19 

7,020,000 

128 

30 

1868 

8,429,000 


35 

4,562,000 

J16 

19 

7,234,000 

^32 

30 

1869 

8,572.000 

i 35 

37 

4,514,000 

113 

19 

6,940,000 

127 

30 

1870 j 

8,695,000 

^37 i 

38 

4,436,000 

JJJ 

19 

6,804,000 • 

124 

29 

1871 1 

9,182,000 

^43 1 


4,592,000 

//> 

19 

7,272,000 


30 

1872 

9,704,000 

^33 

38 

4,712,000 

120 

19 

7 , 373.000 

^ 3 ^ 

29 

1873 

10,045,000 

r 3 S 

39 

4,716,000 

J 20 

18 

7,313,000 

t 33 


1874 

10,474,000 

164 

40 

4,790,000 

J 22 

18 

7 , 435 »ooo 



1875 

10,877,000 

tyi 

40 

4,934,000 

126 

18 

7.740.000 

7.987.000 

14J 

28 

1876 

10,920,000 

172 

40 

5,003,000 

J 27 

18 


29 





Proper- 



Propor- 
tion per 
Cent, of 
;6i,ooo 
Notes to 
Total 
Circula- 
tion. 


Propor* 


£*0^ to 
£soo 
Notes. 

4 

Pi ipor- 
tion per 
Cent, to 
1856. 

i8s6 = 
100. 

tion per 
Cent, of 
£7<M to 

£so° 

Notes to 
Total 
Circula- 
tion. 

;Cl,000 

Notes. 

Propor- 
tion per 
Cent, to 
1856. 

1856== 

xoo. 

^ Total 
Circulation. 

tion per 
Cent, of 
Toul 
Circula* 
tion to 
1856. 
185601 
100. 

1856 .. 

1 , 375,000 

JOO 

7 ,. 

% 

1,865,000 

JOO 

7 , 

ZO 

19,004,000 

JOO 

1857 ... 

1,365,000 

99 

7 

1,796,000 

gb 

9 

19,036,000 

JOO 

1858 ... 

1,590,000 

Jib 

8 

2,318,000 

J24 

XI 

19,765,000 

104 

1859 ... 

1,610,000 

tiy 

8 

2,256,000 

121 

ZI 

20,810,000 

log 

1^60 .. 

1,551,000 

J13 

7 

2,029,000 

jog 

10 

21,270,000 

JJ 2 

1861 ... 

1862 ... 

1.444.000 

1.697.000 

to 3 

r 23 

1 

1.911.000 

2.098.000 

J02 

JJ 2 

10 

10 

i^aap^^ooo 

20,8467000^:) 

*05 

log 

1863 ... 

1.740.000 

1.676.000 

J27 

' 8 

2,o89,OcX) 

JJ 2 

10 

20,675,000 


1864 ... 

J 22 

8 

1,849,000 

99 

9 

20,586,000 

108 ■ 

1865 ... 

1,694,000 

*23 


1,761,000 

94 

9 

i 21,096,000 

Hi 

1866 ... 

1,831,000 

*33 

3 

1 , 795,000 

gb 

8 

1, 23,198,000 

122 

1867 ... 

1,827,000 

*33 

•8 

i,834,<.kxi 

g8 

8 

1 23,463,000 

123 

1868 ... 

i, 867 ,'X )0 

136 i 

> 8 

1 ,825,000 

98 

8 

23,917,000 

J 2 b 

1869 ... 

i,76i,cx)0 

12S 

7 

1,667,000 

89 

‘ 7 

23,454,000 

*23 

1870 ... 

1,701,000 

124 

7 

1,676,000 

\go 

7 

2,3,312,000 

A? 

1871 ... 

1,774,000 

J2g 

7 

1,783,000 

1b . 

7 

24,603,000 

*30 

1872 ... 

1,851,000 

* 3 S 

7 

1,885,000 

lOJ 

7 

25,525,000 

*34 

1873 ... 

f,784,ooo 

*30 

7 

1,810,000 

0 97 

• 7 

25,668,000 

*35 

1874 

^ 1,810,000 

J32 

7 

i, 77 S»ooo 

• 93 ^ 

7 

26,284,000 

*38 

1871 ^ ... 

1 , 947,000 

• 141 

7 • 

1,849,000 

99 . 

.7 

27,347,000 

*44 

1876 ... 

1,984,000 

*44 

• 7 % 

7,839,000 

98 


27,733.000 

* 4 ^ 

u 


Note. — rot years 1856 ^ i§59, inclusive, thesg averages reprint the first 15 weeks of eacl 
• yew ; from i860 to 1876, inclusive, the averages are of the whole\rculation of the year. ^ 
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discount charged does not appear to be usually regul^ed by it 
alone. , , 

To render this more clear, the percentage borne by the 
annual average of the total coin and bullion held j?y the Bank of 
JEngland to the annual average of the banking liaioilities has been 
sfated in col. 43 of Table 3, p. 15. The fluctuations shown are 
considerable; th^e proportion, however, hardly has had a tendency 
to increase, except in the years 1875-6. In 1852 the average 
of bullion was per cent, moru than the average of the banking 
liabilities. In 1847, 1856, 1864, and 1866 the average bullion 
held amounted to 65 per cent, of the banking liabilities. In 
1857 it wa? otily 57 per cent.of these. In 1900 it was,^ per 
cent. . But though, generally speaking, the years wherrthe 
average of bullion is low are those when the rate of interest is 
high, yet it is not possible to trace the same connection between 
the bullion and the rate of interest as between the banking 
reserve and the rate of interest. 

The proportion of the total coin and bullion held to the 
liabilities and circulation united is given in col. 45 of Table 3, 
p. 15. Though this point sometimes escapes observation, owing 
to the separation of the Issue Department from the Banking 
Department of the Bank, yet it deserves the most serious 
consideration. The strength of the Bank, in any period of 
pressure, depends largely on the proportion which the specie 
held bears to its total liabilities. It will be observed that the 
proportion which the bullion held bcre to the liabilities and 
circulation united was the same in 1900 as it had been in 1844, 
and smaller than in the years between 1894 and 1897. 

W^ar'lne^^ccounts of the Bank would look like if the 
Reparation of the two departments did not take place is shown 
in the arrangement of the balance sheet printed in Table 40, 
p. 207. 

The Bank of England has sometimes held a considerable 
amount of silver bulliprh ^ The Bank is empowered by the third 
clause of the Act of 1844 to retain in the Issue Department an 
amount of silver bullion not exceeding one-fourth part-iof the 
gold coin and bullion held. The Bank has never" held so large 
a proportion a^ this. The largest amount which it Jias held 
wa^ 727,000 o%k October 3rd, 1846, when the gold bullion^ 
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was quoted*at ;^i2,632,cxx). For the years from 1844 to 1847 
the silver bullion^ formed, however, a considerable fraction of 
the total amount of bullion held, and the annual averages from 
1844 Ko 1853 are given in Table 10, p. 80. On August 20th, 
1853, the silveV bullion ceased to be quoted in theTeturns of th« 
Bank^f England, except during the period from November 28t];i, 
i860, to July 3rd, 1861, when the Bank held some silver 
bullion, as shown in Table 10, p. 80. The heading and the 
space for the entry appeared weekly, however, in the return 
for many jears afterwards. 

, The question whether it might not be desirable that* the 
Banl^of England should hold silver bullion again was dis- 
cussed, some years since, in connection with the low quotation 
for the Indian exchanges. Should such an operation ever be 
undertaken by the Bank again, it may be supposed that it 
would not be done except under a guarantee from the Govern- 
ment, on whose behalf the business would be carried out. 
When the Bank Act was passed in 1844, “silver’’ was far 
more distinctly “money” throughout Europe than it is at the 
present time. 
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NOTE CIRCULATION ANt) BULLION HELD [cH. vm 


TABLE IO.-SILVER BULLION HELD BY THE BANK^OF ENGLAND, 

1844-53, 1860-61. 

Atutual Averages of Silver Bullion Held in the Issue Department of the 'Bank 0 
^ England and Proportion of the Same to the Gold Bullion and Coin Held during 
the Years 1844-53. 


Year. 

i. 

Annual 
Average of 
Silver Bullion. 

Proportion 
per Cent, of 
Silver Bullion 
to Total 
Bullion Held. 

Annual 
Average of 
Bullion, in- 
cluding Gold 
and Silver 

Coin in Bank- 
ing Depart- 
ment. 

Proportion 
per Cent, of 
Gold and Coin 
to Total 
Bullion Held. 

J — 

Annual 
Average of 
c Total Bullion 
and Coin. 

€ 


- £ 

% • 

£ 

% 


1844 

1,640,000 

It 

13,024,000 


14,664,000 

1 S 46 1 

1,511,000 

10 

13,732,000 

go 

15,243,000 

1846 

2,169,000 

^5 

12,616,000 

ss 

14,785,000 

1847 

1 , 373.000 


9,055,000 

87 

10,428,000 

1848 

1,125,000 

8 

12,747,000 

g 2 

13,872,000 

1849 

336,000 

2 

14,825,000 

98 

15,161,000 

1860 

195,000 

j 

i444i,ocxD 

99 

16,636,000 

1861 

34,000 

— 

14,530,000 

100 

14,564,000 

1852 

28,000 1 

— i 

20,559,000 

100 

20,587,000 

1858 

19,000 

— 

17,497,000 j 

100 

17,516,000 


Gold Coin and Bullion and Silver Bullion in the Issue Department of the 
Bank of England, x86o and 1861. 


Year. 

Gold. 

Silver. 

Year. 

Gold. 

Silver. 

1860. Nov. 28 

£ 

12,725,000 

£ 

336,000 

f 

1861. March 20 

£ 

io,q8i,ooo 

I ^ 

848, 00< 

Dec. 6 

12,419,000 

511.000 

876.000 

„ 27 

11,054,000 

848,001 

» 12 

11,768,000 

April 3 

1 11,345,000 

848, 00( 

» 19 

11,456,000 

1,114,000 

„ 10 

11,525,000 

848 ,po< 


^,■0,640,000 

1 , 454,000 

17 

11,520,000 

848, bo< 

i861. Can. 2 

10,292,000 

j 1,664,000 

„ 24 

11,437,000 

890,001 

„ 9 

9,870,000 

1,627,000 

May 1 

11,326,000 

713,001 

„ 10 

1 9 , 535.000 

1,470,000 

. M 8 

11,302,000 

713,001- 

„ 23 

Q, 344,000 

1,445,000 

M IB 

10,883,000 

663,000 

„ SO 
Feb. 6 

' 9,560,000 

1,282,000 

M 22 

10,597,000 

564,000 

9 , 745,000 

1,268,000 

„ 29 

10,825,000 

512,000 

13 

9,903,000 

848,000 

}.ne 6 

10,658,000 

41?, 000 

„ 20 

lo, 24 C;ooo 

848,000 

» 1’^ 

10,748,000 

362,000 

»» 27 ^ 

10,521,000 

! 848,000 

„ 19 

11,155,000 

262,000 

Match 6 

io, 303 ,oco 

848,000 

26 

July c 8 

11,466,000 

212,000 

„ 18 

10,596,000 

848,000 

11,150^000 

71,000 
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liabilities and ReIeRVE, i84S->9«> [<=»• “ 

TABLE IX. * f « 

»ge. of . >nd Rosefve of the B«.k of EngUnJ, 

LUbilitia : Avemge I Averse oil ^ jn y xS^'an to Tto Yom 

fortheTenYwrs, Ten Years LiabUUies 


TABLE IX. 


Liabilities: Average 
for the Ten Years, 
ySr7,766,34i- 

Average of 
Ten Years 

ssiOO. 

;tl7.920,300 

10/ 

17,891,200 

19,386,000 

JOI 

JO9 

i7,6o8,3<io 

99 

x 6;678,5 oo 

94 

18,416,100 

104 

17.076,700 

9b 

16,363.800 

92 

17,828,200 

17,284,100 

TOO 

97 

17,269,900 

97 1 

19,473.000 

JIO 




’ tebruary . 17,891,200 loi 

March . • *9,386 ,oto 109 

April . • i7,6o8,3<io 99 

T^y . . x6;678,500 94 

June . . 18.416,100 104 

July . . 17.076,700 90 

August . . 16.363,800 9 ^ 

September , 17,828.200 foo 

OcWr . 17,284,100 97 

November . 17.269.900 97 

Dyember . iQa473,ooo 

Difrrence : Highest apd Lowest Month £jjTog,coo. 
Mean of extreme Variations for 

1 Liabilities : Average | Average of 1 
lS6^-64* for the Ten Yeare, I Ten Years 

jooo-ee. 010 , 683 . j =r°°- 

January. • £20,019,000 IM 

February ■ 19.855. 100 99 

March . . 20,968,300 lOS 

April . ■ • 20,056,900 

bfey . . 19.479.800 97 

June . . 20,762,500 J04 

July . . 19.719.400 9S 

August . . 19.106,100 9 S 

September . 20,312,200 lot 

October. . 19.527,500 W 

November . >9.363.^ ^ 

December .1 20,957,8oo .20^ 

Difference! Highest and.Lowest MonA, A. 86 a, 000 . 
Mea n of extreme V anati^ for f > 

1 Liabilities : Average Average of 
1865>74. for the Ten Years, len Years 
;C25.835>383. =*«>' 


;{;9, 147,300 

99 

5/ 

9,545.^ 

J03 

53 

10,186,100 

jii 


8,510,600 

92 

48 

8,681,600 

94 

5s 

9,902,300 

70^ 

54 

8,927,600 

97 

5^ 

8,897,300 

96 

54 

9,5x0,300 

J03 

53 

8,189,000 

So 

47 

8,843,400 

9b 

5^ 

10,193.800 

I/I 

52 


Difference : nigncsi a.m ^ 

Me an of extreme Variations for 1845-54, ri /. » - 


^^8,031,000 

95 

40 

8,756,100 

1 C3 

44 

9,429,100 

jji 

45 

8,187,400 

9b 

4 ^ 

8,395.000 

99 

43 

9,444,000 

11 / 

45 

8,410,800 

99 

43 

8,435,600 

99 

44 

9,018,400 

100 

44 

7,405.700 

87 

38 

7,490,200 

88 

39 

8,842,700 

104 

42 _ 


Difference : Hignesi ano j^uwcai .sr-.-.,-. 

Mean of extreme Variations for 1855-^4. ra /n 


January. . ;^25, 749.400 I lOO 

February . 25,346,400 1 9® 

March . . 27,5f,ioo j 10b 

April . . 26,364,900 I i02 

Mav . ■ 26,046,800 i toi 

June . . 27,793,600 /07 

July . . 26,505,000 102 

August, o i,'- -’:4, 792.300 96 

Sept(L'A\ber . 25,541.700 99 

October . 24,646,600 9 f 

November . 24,081,900 97 

December . I 25,634,700 _ — 99 . — 

Difference: Highest and. Lo^ Month ^|,7«.ooo. 
Mean of e xtreme Variations for i865-74>J^_/o___^ 

1 Liabilities leverage ’Average of 
( 1876-84. I for the Ten Years, ^len\ ears 

I ;C so, 885, 000. [ -roo. I 


January. 
February 
March . 
April . 
c May 
tjune 
July . 
August . 
‘Geptember 
October. 
November 
December 


£30.544.000 

30.582.000 

33.675.000 
3i,523.opo 

30.334.000 

^ 31,764,000 

32,0^8,000 . 

30,2Q>,000 

30,4 ;6,000 
30, <] So, 000 

28.622.000 

. :;9,942,000 


;^II, 323.900 ^01 44 

11 . 862.300 lob 47 

I2 ;i3S.'*oo /ot? 44 102 

10 , 407,600 93 39 

10 , 062,900 90 3 ^ 

11 , 961,200 /07 43 Qg 

11 . 146.700 100 ^ 

11 . 172.300 100 45 

11 , 758,800 105 4b 

9 , 688 , 90 ^ 87 39 

10.643.700 95 44 g 

ii.oqo.to o 107 .^ 7 _J 12 L- 

Difference : Highest and Lowest Month, 

Mean of extre me Variations for 1865-74, S U 

Reserve : Av^lge lAverage ofj Proportion of AverM^i 
for the Ten Years, Te^ . Years Keserve to Ten Y^s 
;Ci3,669,ooo. := too. | Liabilities 44 /o| 44 /» ~ >oo- 

^12,102,500 90 ?i 

13453.700 99 3 J «* 

14,648,200 101 43 II 

13.5/3.600 J 2 IM 

13 . 337 . 70 ^ % ^ 106 

i 4 i 695)300 108 4 ^ 

4 : 7 t 5 .i«> ’08 .6 06 

I 4 , 49;-,200 lob 4 S 108 

14.939.000 109 49 1“- 

12,900,600 95 4 ^ 

12,^2,400 9 ^ 44 10 ^- 

i 2 , 486 , 300 _J_. 9 Z 4 £ I 


Difference : Highest pnd Lowest Month, ^§,053,000. 
Mean qf extreme Vacations for il75-84i 8 L 


t'ifferencc ; Highest and Lowest Montti, 
r.:ean of extreme Variations for u 75-^4. ! 
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TABLE II [coniinuei). 

Averages of Uiabmties and Reserve of the Bank of England, 
with Summary Table, 1845-1900. 


January. 
February 
March . 
April , 

June 
July . 
August , 
September 
October. 
November 
Decemljgr __ 
Difference : High 


;£ 34 . * 99 . 000 - 

;i:33,954,ooo 

33.814.000 

37.068.000 

34 , 93^^000 

34.370.000 

35.776.000 

36.472.000 

33.477.000 

32.603.000 

33.804.000 

31.867.000 

32,24S,000_ 


Difference TlSighest and Lowest Month, 
Mean of extreme Variatims for 1885-94, 


Liabilities : Average 
1895 - 1900 . 1 fo* Six Ycais, 

j /ji; 1,306, 000. 


Average of 
Ten Years 
= 1''0 

Reierve : Average 
for the Ten Years, 
,£15,480,000. 

Average of 
Ten Years 
= 100, 

Proportion of 
Reserve to 
Lia'bilities 45*/. 

99 

;£'i3,768,ooo 

Sg 


99 

16,127,000 

104 


108 

, 17,056,000 

no 

\ 4^ 

102 

15,561,000 

JOI 

44 

101 

15,241,000 

g8 

44 

10$ 

17 200,000 

• III 

f 4^ 

107 

16,200,000 


44 

gS 

15.578,000 

102 

46 

9S 

15,854,000 

102 

49 

99 

14,139,000 

9^ 

42 

93 

14,465,000 

93 

h 

94 

i4,y2,ooo 

94 

XV .u /■» .. 


Mean of extreme Variations for 1885-94, 


J anuary . 
February 
March . 
April . 
Mfay 
June 
July . 
August . 
September 
October. 
November 
December 


^•52, 055, 000 

53.019.000 

55.145.000 

50.927.000 

51.774.000 

52.813.000 

52.809.000 

51.442.000 

50.1.32.000 

49.860.000 

47.640.000 

48.057.000 


Average of 
Six Years 
= 100. 

Reserve: Average ! 
for the Six Years, j 
/;25, 890,000. j 

Average of 
Six Years 
= 100. 

Proportion of 
Reserve to 
Liabilities 50% 

Average of 
Six Years 
50% = 100. 

101 

/'21;, 906, 000 

100 

SO 

100 

103 

28,437,000 

no 

S 3 • 

106 

107 

28,299,000 

log 

S^ 

102 

99 

2S,i29yOOO 

gS 

SO 

• 100 

101 

26,120,000 

101 

Sf 

102 

103 

26,929,000 

104 

S' 

102 

103 

25,939,000 

100 

49 

98 

100 

26,136,000 

lOl 

Sr 

102 

gS 

26,845,000 

104 


108 

97 

23,908,000 

g2 

1 4 ^ 

96 

93 

1 23,770,000 

g2 

SO 

100 

94 

23,065,000 

Sg 

48 

96 


Diff<Tencc: Highest and J.owest Month, ; 67 )S 05>^'®-1 
Mean of extieme V.iriations lor i8o5-i9<.<>, 7% , 


Dinercnec: Highest and Lowest 
Mean of extreme Variations for i 


Month, ;C5, 372.000. 
B95-1900, 10*5% 
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Bank of Germany, of Holland and of Belgium, the amount of 
specie held by those banks is the first point te be compared with 
the liabilities. In their case the proportion between these two 
items is the, main thing to be estimated, but 'with the Bank 
of England, owing to the division of the account into two parts ‘ 
—the Issue Department and the Banking Department — it is 
the amount of the reserve, that* is to say, the amount of notes 
and coin held^in the Banking Department, which has to •be 
compared with the amount of the liabilities in that department 
in order to ascertain the specie which the Bank cai> dispose of 
in^’case of ‘a^y pressure. The reserve of notes represents the 
greater part of the amount of gold at the command- of the 
Bank*; this is not the whole amount of coin and bullion held, 
but only a part of it. The annual averages of these two items 
will be found in cols. 21 and 41 of Table 3, pp. 13, 15. The 
amount of the reserve of the Bank, col. 21 of this table, is 
considerably smaller than that of the bullion in the Issue 
Department, col. 41. The columns of proportional figures 
in Table 3 enable the reader to follow what the course of 
events has been ; thus, by comparing col. 12 with col. 22, p. 13, 
the reader is able to see at a glance that while the liabilities 
on deposits and bank post bills have increased nearly 3I times 
between the years 1844 to 1900, the proportional numbers 
running from 100 to 345, the reserve has only increased 2|^ 
times during the same period, the corresponding proportional 
numbers running from 100 to 251. ’Col. 23 shows this again 
in another manner. It contains a statement of the average 
yearly^^ippQrjion of the reserve to the liabilities mentioned — 
namely, those on deposits apd bank post bills collectively. The 
amount of the circulation is omittec^ from the estimate of the 
liabilities at this point because it is always assumed that the 
notes are sufficiently provided for byjihe specie and securities 
fn the Issue Department. One of the firct points which will 
strike \he observed* *is that on average the amount of the 
proportion of the reserve p the liabilities became •smallel' for 
the years between '*185^-94 than it had been in the years 
Vi 845-54, and thht in the years •i8b5-i9CX) IPife proportion 
closely r£cembled that* in *1845-5^. T9 make jhe course of 
events clear, th^ averages of the liabilities and the reserve have 
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been recorded in a separate table — Table ii, pp. 82, 83 — which 
gives the average} for each month in decennial groups with 
columns of proportional figures showing the proportion of the 
liabilities in each month to the average for the ten years, and the 
proportion of the reserve in the same manner for each period* 
of ten years from 1845 to 1900, divided in the same way a^ 
all the other tables are throughout this volume. This table 
shows the proportion per cent, of the reserve to the liabilities 
during each month, and it contams the monthly proportion of 
this percentage for each month to the average for the year. 
TJie last division of this table, which extends from 1845-1901 
contains a statement of the proportion of the reserve to 
liabilities during the whole period under notice. A column h; 
been added, which shows the proportion of the reserve td tl 
liabilities for each month, and a further column is supplied whi( 
exhibits the fluctuations of the difference between the reser 
and the liabilities, taking the average of these as equal to lOC 

A study of all these four columns of proportional figores 
necessary to enable us to follow the history of what has occurre 
In doing this, the footnotes to the divisions, 1845-54 1^91 

1900, as to the difference between highest and lowest montl 
and mean of extreme variations, will be an assistance. 

On average, it will be seen, by reference to the figures f 
the fifty-%ix years from 1844 to 1900, that the liabilities ha’ 
been at their lowest point in the month of November, ai 
that the proportion of liie reserve to the liabilities has be( 
at the lowest point during October and at a low point 
November and December. The proportions of the month 
fluctuations during each year are also interestinj^T’^kfij; tra 
to a great extent the financial hisldry of each year. 

It will be necessary tVcompare with this table Table 1 2, p. 9 
which shows the monthly aveniges of the minimum rate 
discount of the Bank dt England for the s^me period, dividi 
into corresponding groups and dealt with [n the same jnanne 
and also X^ble 37, p. 196, which gives, the lumber of variatio 
in the r^te of discount, anc^ Table* 3^5,* p.* 197, which shows tl 
lowest and highest rat^ c];iarged and the d^fent of the fluctu 
tions during each year. These two .tables last mentiori 
contain similar info/matioft for the* Banks of Franc‘s Germany, 
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Holland, and Belgium. They will be useful al^o yhen we 
come to consider the rates which are changed by the other 
great banks of Europe, but at the present time we will confine 
our observations to the Bank of England. 

It will be 'observed that 


Tht Proportions of the Reserve to the Liabilities, 1845-1900, 
, Table \i,pp. 9 ^ 2 , were— ^ 


1845-54 . 

. 52 per cent. 

1855-64, • , • , • 

. 42 » 

1865-74 • 

. 43 

1875-84 . 

. • 44 »»e 

1885-94 

. 45 

1895-1000 . 

. 50 »> 

Thus in the last period (1895- 

-1900) the proportion ' 


resefve to the liabilities corresponds closely to what it was in 
the first period (1845-54). 

The number of variations in the rate charged by the Bank 
of England was the same in each of these two periods, 1845-54 
and in 1895-1900. The particulars are as follows : — 

Number of Variations in the Rate of Discount, 1845-1900, Table 13,/. 98. 


1845-54 

1855-64 

1865-74 

1875-84 

1885-94 

1895-1900 


27 

89 

113 

66 

77 


The correspondence of the number of variations in the 
last and in the first divisions of this' table is fortuitous. The 
number of years in the first division was ten, and in the last 
only six. The tendency to fluctuation was greater in the la^er 
perioiAthaiTm the earlier one ; it likewise increased much in the 


intermediate years. 

The variations between the highest and lowest rates have 
also been considerable. They have iucreased in intensity m 
tlje same manner as the fluctuations have incjfeased in number. 


Me(tn of the Extreme Variations between 1845-1900, Table 12, p. 97. 


1845-54 

1855-64 

1865-74 
1875-84 
188^4 •' 

. 1895-1900 


7 per cant. 
It'S » « 

i8-5 „ 

»5 
21-5 


V 
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The greatest fluctuation in the corresponding period is as 
follows. The ye^r in which it occurred is also mentioned in 
this case 

GhaU$t Fluctuation in Rate during Periods mentioned^ Table 38,/. 197. 


1845-54 

1847 

S per cent. 

■ 1855-64 

. 1858 . . 

' 5*5 »» 

1865-74 

1866 

. 6-5 „ 

1875-84 .‘'- 

1878 

4 » 

1885-94 

1889 

35 » 

1895-1900 . 

■ {;3 ■ ■' 

«■ 

• 3 » 

• 



. The difference between the rate charged 

in the highest and 

lowest ^month of the 

same groups .and the mean ( 5 f the extreme 

variations for the same is shown in the following statement. 

These also show an 

increase in intensity. 

V 


Fluctuations between Rate in Months in Periods mentioned^ Table 12,/. 97. 

Difference between Highest Mean of the Extreme 


Year. 

and Lowest Month. 

Variations. 



d. 

7 per cent. 

1845-54 

9 

5 • 

1855-64 

I I 

7 • 

ii-S .. 

i 8 f< 5-74 

I 6 

6 . 

17-5 .. 

1875-84 

• I 3 

8 . 

i8-5 „ 

1885-94 

I 12 

I . 

25 .. 

1893-1^00 . 

. I 6 

I . 

»i S .. 


On S;he whole, the fluctuations between one month and 
another have tended to be more severe of recent years, though 
they were less severe in *1895-1 900 than in 1885-94. 

While there can be no doubt that the proportion of the 
reserve to the liabilities is connected in a general way with 
the rate that is charged, yet it will be seen f*om i-^i^ sum- 
mary that it is notJ the sole cause which regulates the 
fluctuations in the rate. The general principle, however, 
applies — the larger the reserve has been, the smaller the 
number of fluctuation#, and in a degree the severity of those 
fluctuations corresponds. It should be looted that of laj;e yea*rs, 
since 18^5, the differences between the rates charged in the 
highesi^and lowest month have largely increased. Taking the 
^ period as a whole, ajid ^arranging the months for the period 
1845-1900 from the Ipwest month to the highest, the particulars 
^are as follcfws : — * 
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« 

Average Rate for each Months 1845-1900, Table 12,/. 97, 
arranged from lowest month to highest 


Fifty-six Years, 

Average Rate for 

^Average Rat®, 

1845-1900. 

Months named. 

£3 tzs, = 100. 

* 

£ r. d. 


July 

346 

. . 89 

August 

364 

92 

June 

3 6' 7 

* . 92 

September . 

367 

92 

April ». 

3« 6 10 

93 

March 

390 

96 

May 

3 II 0 

• . 95 

February 

3 ” 3 

99 

October * . 

3. 17 3 

108 

January 

3 19 I 

no 

t December . 

4 I 10 

113 

November . 

00 

116 


ris the memories of many men of business hardly go 
back as far as the last severe crisis, the Act required to 
indemhify the Bank of England in respect of their issues 
of notes in excess of the legal limit made in November, 
1857, is printed at the end of this chapter, and with it the bill 
introduced into the House of Commons in 1873 by Mr. Lowe, 
afterwards Lord Sherbrooke, the Chancellor of the Exchequer. 
The first of these documents will show the force of the legal 
impediments to an extension of the note issue of tfie Bank 
beyond the limit fixed by the Act of 1844, the second 
what was considered necessary in 1875 to justify an extension 
of the limit. 

That the bill proposed by Mr. Lowe did not pass into la,w 
^need ret be*a matter of regret. The requirements of the 
bill were pedantic and unpractical. Th^ imposition of a charge 
for discounts of a rate of 12 per cent.,' a rate never yet authori- 
tatively attained during our sharpest J>anics, was enough to 
mwk the proposal as impracticable. In timps of pressure the 
right course is to end«avour to allay alarm, not to inflame it. 
With any charge beyond 5 per cent, the public becomes uneasy. 
A moderate rate for ^he'extes issye like that charged at the 
Bank of Germany )[ Chapter XVI.,' p. ic54) is more ^/antageous 
i both for th^Bank, the revenue,' and the public. 

JThft proportion of the reserve 10 the liabilities and to^ 
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the bank^rs’^alances was as follows during* thesharpest pressure 
of the crises of 1847, 1857, and 1866. , 

October 30th, 1847.— Reserve 12 per cent, of the liabilities, 

• and only sufficient to meet 81 per cent, of the bankers 
balances. Bank r.ite 8 per cent. ' .... * 

November i ith, 1857.— Reserve 7 per cent, of the liabilities, 
and only sufficient to meet 30 per cent, of the bankers 
balances. Bank rate 10 per cent. 

May 1 6th, 1 866.— Reserve 5 per cent. ’of th6 liabilities and 
oijy sufficient to meet 15 per cent, of the bankers 
balances. Bank rate 10 per cent. 

ThQ increased severity of each crisis is marked in the 
smaller proportion of the reserve both to the liabilitias and 
the bankers’ balances on each of the later occasions, 1 e 
principle of the Act of 1844 was actually infringed only in 
the panic of 1857. 

The particulars of what occurred in 1857 are given, as 
incorrect statements are not infrequent. Those for 1847, *1866, 
and 1890 are added by way of illustration. 


Year and 
Month. 

Gold Bullion in 1 

Issue Depart- | 
luent of Hank, j 

■Reserve of | 
N otes. 

Rate II 
of 1 )is- 
totint 
iicrceiit. 1 

Year and 
Month. 

Gold Bullion in 
Issue Depart- 
ment of Bank. 

Reserve of 

N otes. 

Rate 
of Dis- 
count 
per cent. 

1847 . 
Oct. 16 
„ 23 
„ 30 
Nov. 6 
„ 13 
» 20 
1857 . 
Oct. 3 
10 
„ 17 
„ 24 
„ 31 
Nov. 4 
„ 11 
„ 18 
„ 25 
Dec. 2 
» 9 

T 

7.990.000 

7.865.000 

8.009.000 

8.426.000 

8.848.000 

, 9,526,000 

10.078.000 

8.925.000 

8.777.000 

8.155.000 

7.947.000 

6.666.000 

6.080.000 

6.784.000 

6.896.000 

7.568.000 

£ 

2.630.000 

1.547.000 

1.177.000 

2.030.000 ^ 

2.798.000 

4.228.000 

j 4,606,000 

4.024.000 

3.217.000 
3,486,0(10 

2.258.000 
2,155.00^ 

958,000 
i,148,0(W* 
1,919,0^9 
^268,000 
^900, 000 

1 

1 

8 

8 

8 

i ^ 

8 

S \ 

6 

7 

8 

8 

8 

10 

lu 

10 

10 

10 

1857 . 
Dec. 16 
„ 23 
„ 30 
1866 . 
Mar. 21 
„ 28 
Apr. 4 ! 
„ 11 
„ 18 
„ 25 
M:.y 2 

» 9 
„ 16 
„ 23 
„ 30 

T une 6 

' „ 13 
„ 20 

£ 

8,926,000 

10.209.000 

10.905.000 

13.554.000 

13.503.000 

13.486.000 

13.363.000 

13.042.000 

13.005.000 

12.712.000 

12.295.000 
ii,85i,{X)0 

11.300.000 

11.434.000 

12.620.000 
13,69^4,000 

14.174.000 

£ 

5.7.57.000 

7 , 426 ,o(X) 

6.065.000 

7, 918, OCX) 

6.881.000 

6.153.000 

6.318.000 
r 7 ,coo 

5 , 844 ,(* 3 s /?4 

4.839.000 

4.950.000 

731.000 

831.000 
* 415,000 

2.167.000 

2.729.000 

067. 000 

10 

10 

8 

6 

6 

6 

6 

6 

6 

6 

8 

10 

10 

10 

10 

10 

lot 


* ^ 2 ,cx)aooo was, under authority of Treasuty^efter,J^ov. 12th, 1857, ^ 

securities^the Issue Department in tftc r|turns from No^ f 

•inclusive. The strict limits of th^Act^f 1844 were only exceed^^ m the returns of 1 8th and 
25th Nov., fS^7.-Palgrave, Dti^ionary of Political Economy, ad. art. by Mr. W. FowFer, 

“ Crises,” pp. 461-6. • • 

• t Reduced to 8 ner cent. Aufrust 6th. 
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(Figures from Nearest Return. 


r Date. 

Gold Bullion in Bank 
in both departments. 

Reserve of Notes. 



Rate of Discount 
per cent. 

1890 . 

1 

1 


Oct. 15 

i9»793.ooo 

10,275,000 

' 5 

„ 29 

19.759.000 

10,600,000 

5 

Nov. 12 

19,137,000 

10,024,000 

6 

„ 19 

22,558,000 

13,378,000 

6 

„ 26 

24,683,000 

15,309,000 

6 

Dec. 10 

24,832,000 

15,904,000 

r 5 

17 

24,375,000 

15.797.000 

S 

„ 24 

23.338.000 

14,205,000 

5 


The general averages of the proportions of thee reserve to 
the liabilities and of the London bankers’ balances to the 
reserve when the various rates specified were charged between 
the ^cars 1844 arid 1878 are given in the table which follows. 
This statement has not been carried further, because since the 
^ amounts of the London bankers’ balances have not been 
published, since 1*877, is not possible now to make any similar 
statement up to a later date complete. It will be observed, 
however, that in general the principle that a low figure for 
the reserve accompanies a high rate of interest holds good" 
There does not appear to be any corresponding connection 
between the proportions which the bankers’' balances bear to 
the reserve and the rate charged. 

General Averages of the Proportions of the Reserve 
TO THE Liabilities, and of the London Bankers’ 

Balances to the Reserve, when the various Rates 
specified were charged — 1844 TO 1878. 


Bank Rate of 
Discount per cent. 

Times Charged. 

Average 
Proportion per 
Cent, of Reserve 
to Liabilities. 

Average 
Proportion per 
Cent, of London 
Bankers' Balances 
to Reserve. 

10 

2 * 

iS 

86 

9 

5 

28 

73 

8 

15 

30' 

78 


21 

3 ^ 

67 

2 

2 g 

53 

6 

28 

36^' 

61 

Sh - 

6 

37 

56 

. 5 

33 

3 ^ 

“ 67 

Ah 

» ' 20 

43 

58 


40 

56 9 

. 64 


30 

45 

56 " 

3 

‘ is. ' 


57 

ih , 

‘ 18 


50 

ai 

I • 

i 9 . 


2 

8 

50 

73 

Num^i of changes 
in rate . . . 

} 

- 

( 
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The following Is the Act required to indej^nify the Bank of 
England against the legal risks it ran by exteeding the limits 
of issue prescribed by the Bank Act of 1844 in 1857 : — 

• 

Anno Victsimo Primo Victories Regina ^ Cap. i. 

An Act to indemnify the Governor and Company of the Bank of 
England in respect of certain Issues of their Notes, and to 
confirm such Issues, and to authorize further Issues for a Time 
to be limited. [12th December^ 1857.] 

• 

, Whereas by the Act of the Session holden in the Seventh and Eighth 7^8 Viet. 
Years of Her Majesty, Chapter Thirty-two, “ to regulate the Tissue of r- 32 - 
Bank Notes and for giving to the Governor* and Company of the Bank of 
England certain Privileges for a limited Period,” the Governor an(J, 

Company of the Bank of England are prohibited from issuing Bank of 
England Notes either in the Banking Department of the Bank of England 
or to any Persons or Person whatsoever, save in exchange for other Bank 
of England Notes, or for Gold Coin, or for Gold or Silver Bullion 
received or purchased for the Issue Department of the said Bank und^r 
the Provisions of that Act, or in exchange for Securities acquired and 
taken in the said Issue Department under the Provisions therein con- 
tained : And whereas under the ",aid Act and an Order in Council issued 
under the Provisions thereof the Amount of Securities to be acquired and 
taken in the said Issue Department stands limited not to exceed the Sum 
of Fourteen million four hundred and seventy-five thousand Pounds : 

And wheieas by a Letter dated the Twelfth Day of November last the 
First Lord of the Treasury and the Chancellor of the Exchequer informed 
the Governor and the Deputy Governor of the Bank of England that 
Her Majesty’s Government hadi observed with great Concern the serious 
Consequences which had ensued from the recent Failure of certain Joint 
Stock Banks in England and Scotland^ as well as of certain large mer- 
ca»tile Firms chiefly connected with the American Trade ; that the 
Discredit and Distrust which had resulted from these Events, ana^he 
Withdrawal of a large AmounV of the Paper Circulation authorized by the 
existing Bank Acts, appeared "It) Her Majesty^s Government to render it 
necessary for them to inform |he Bank of England that if they should be 
unable in the present Emerg^'.cy to meet the Demands for Discounts and 
Advances upon approvtd Securities without exceeding fhe Limits of their « 
Circulation prescribed by the A^t of One thousand, eight hundred "and 
forty-four, th<i» Government would be prep^ired tp propose to Parfiament 
upon its meeting a Bill of Indemnity for auy Eiccess so issued ; and that, 
in order to prevent that temporary Relaxation of the Law being extended 
•beyond the actual Necessities of*the Ocepion, Her Majesty’s Government « 
were of opmiion that the jplhk Terms of Discount should not bp seduced 
below their then present Rate ; And whereas the Governor and Company « 



92 RESERVE AND LIABILITip OF THE BANK [CH. ix 

of the Bank oi\En^fand have since the said Twelfth Day of November 
One thousand eight hundred and fifty-seven issued Bank 8f England 
Notes 'in exchange for Securities acquired and taken in the said Issue 
Department beyond the Amount limited by Law, and it is expedient that 
the Acts of the said Governor and Company in relarion to the katters 
aforesaid should be confirmed, and that the Restriction on the Amount of 
the Securities to be acquired and taken in the said Issue Department 
should be suspended for a limited Time : Be it therefore enacted by the 
Queen’s most Excellent Majesty, by and with the Advice and Consent of 
the Lords Spiritual and Temporal, and Commons, in this present Parlia- 
ment assembfed, and by the Authority of the same, as follows : 

Issues of I. All such Issues of Bank of England Notes as may have been made 
^ by the said Governor and Company, or by their Order or Direction, since 
Notes Twelfth Day of November One thousand eight hundred and fifty- 

^since 12th seven, although beyond the Amount authorized by Law, and all Aits 
^ov.,1857, ’necessary for the making of such Issues, and for the acquiring and taking 
of those Twelfth Day of November One thousand eight hundred and 

autliorized fifty-seven Securities in the Issue Department of the Bank of Englani 
by Law beyond the Amount authorized by Law, shall be confirmed and made 
Governor and Company, and all Persons who have 
valid. concerned in such Issues or in doing or advising any such Acts as 

aforesaid, are hereby indemnified and discharged in respect thereof, and 
all Indictments and Informations, Actions, Suits, Prosecutions, and Pro- 
ceedings whatsoever commenced or to be commenced against the said 
Governor and Company or any Person or Persons in relation to the Acts 
or Matter aforesaid, or any of them, are hereby discharged and made 
void. 


The Re- II. So much of the said Act of the Seventh and Eighth Years of 
striction ;^ajcsty as limits the Amount of th^ Securities to be acquired and 

^ount of ^ 1 ^^ Issue Department of the Bank of England shall be and be 

Securities deemed to have been suspended as from the Twelfth Day of November 


to be taken Qne thousand eight hundred and fifty-seven, and shall continue suspended 
un*frV the Expiration of Twenty-eight Days after the First Meeting or 
Sitting of Parliament in the Year One thousand eight hundred and fifty- 
suspended. eight, subject to the Proviso herein-after ©''ntained, and during such Sus- 
pension the Provisions of the said Act in relation to the Issue of Bank of 
England Notes shall be construed and take^effect as if the Restriction on 
the Amount of So::urities in the said Issue Deparl;ment, and the Prohibi- 


tion of theTnerease such Amount and of the Issue of additional Bank 


of England Notes thereon, had not been contained in the said Act: 
Provided always, that, if 4 efore the Expiration of the Time herein-before 
limited the Governqr and Company of che Bank of. Englatid^^Mt public 
Notice that they Imve reduced the miniitfam' Rate of IntStest required by 
them below the Rale of Ten per Centum per Annum, the sme^^Suspension 
shall cease. ^ 
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III. Ugon or before the Expiration or Cesser of the luspension afore- The Issues 
s»d the Excess of Issues herein-before confirmed shall p reduced to the 
Amount which would have been authorized by Law if this Act hid not 
been passed ; and, subject to the Indemnity and Discharge hereby given, or before 
all the Provisions 5f the said recited Act shall, after such Expiration or the Expi- 
Cesseni be and remain in full Force. * 


peniion. 

0 

* • • 

The bill proposed by Lord Sherbrooke (then Mr. Robert 
Lowe) in 1873 allow the Bcfnk of England to exceed in 
certain contingencies the limits fixed for the issue by the 
i\ct of 1844 is printed here in full. 


(36 Viet.) Bank of England Notes. 

A Bill to provide for authorising in certain contingencies a temr a.d. 1873.- 
porary increase of the amount of Bank of England Notes issued 
in exchange for securities. 

Be it enacted hy the Queen’s most Excellent Majesty, by and with the 
advice and consent of the Lords Spiritual and Temporal, and 
Commons, in this present Parliament assembled, and by the authority 
of the same, as follows : 


I. Whenever the First Lord of Her Majesty’s Treasury and the 
Chancellor of the Exchequer after communication with the Governor 
and Deputy Governor of the Bank of England are satisfied — 

(i) That the minimum rate of interest then being charged by the 
Governor and Company of the Bank of England on discounts 
and temporary advances is not less than twe/7/e per cent, per 
annum ; and 


Power to 
authorise 
temporary 
and special 
issue of 
Bank of 
England 
notes. 


(2) That the foreign exchanges are favourable to this country ; and 

(3) That a large portion of the existing amount of Bank of England 

aiid other bank notes in circulation is rendered ineffective for 
its ordinary purpos(^ by reason of, internal panic : 


they may, by order under th^ hands, empower the issue department of 
the Bank of England to make, in excess of the authorised issue, a special 
and tempoiary issue of Bank of England notes, by delivering the same 
into the banking department in exchange for and on the credit of an 
equal amount cf Government ''securities to be tiansferred to the issue 
departmeni,g*nd the said Governor and Compzyiy shall pay int^est into 
the Exchequer on the amount of notes so issued* by them at such rate, 
being notTess than twelve per cent, pgr annum, as ifia,y from time to time 

* be fixed by the First Lord *of the Treasury and •Chancellor of the 
ExchCquei^ and in adtjitfon thereto the^amdunt 0^ a^iy furthgr profit 

• which they may derive from Ae said issue. 
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Order may 2. The FirstViOrtf of the Treasury and the Chancellor of the Exchequer 
^ may, if they thin^ it expedient, by order under their hands, rescind and 

pursuance of this Act, and*^make any new order in 

pursuance of this Act. 

Remuntr- Tkefy shall be paid to the said Governor and Company such sum, not 

^mk%r ^ amount of such issue, as may be 

expend of between the said First Lord of the Treasury and Chancellor of 

special the Exchequer on the one part, and the said Governor and Deputy Governor 

issue. of Bank of England on the other part, to be a fair allowance to the Bank 

for the risk, expense, and troubledncurred by it in making such issue. 

4. A copy of every order made under this Act shall, be forthwith 
published in such manner as the First Lord of the Treasury and tjie 
Chancellor^ of the Exchequer consider best calculated for giving public 
and ge'.ieral notice thereof, a'nd shall be laid before both Houses^ of 
Parliament within fourteen days after it is made, or if Parliament be ndt 
then sitting, within fourteen days after the then next meeting of Parliament. 

5. This Act may be cited as the Bank of England Notes Act, 1873, 
and shall be construed as one with the Act of the session of the seventh 
and eighth years of the reign of Her present Majesty, chapter thirty-two, 
intituled “ An Act to regulate the issue of bank notes, and for giving to 
the Governor and Company of the Bank of England certain privileges for • 
a limited period.” 

[Sec. 3, in italics, is thus in the original prirtt of the Bill.] 


Publica- 
tion and 
return of 
order to 
Parlia- 
^ment. 

Construc- 
tion of Act 
and short 
title. 
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Though the rate of discount charged by the Bank of England 
is, perhaps, no longer at the present time so exact a gtiide to 
the movements of the rfioney market as formerly, yet it is still 
a most valuable index to^the fluctuations in that market, and to 
the course of monetary affairs generally, and ah examination 
into the variations^ of (^Te rate charged is a necessary part of 
an analysis of the transactions of the Bank. The tables which 
will be fouJid in this chapter hav^ been prepared f(jr the pur- 
pose ot giving informatioji on thk ^poipt. Of these tables, 
J;he first, NfX 12 , p. ^7, .givtis* the avera^' rate of discount 
charged ponth by m<>nth by th& Bank of •England from 1845 
to 1900, in* groups of tefl years, *1845-54, 1855-64, 18^5-74, 
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1875-84, 1885-54, for the six years 1895-1900, ‘and for the 
whole period, iSis to 1900. The statement has been sub- 
divided thus into short periods to facilitate the study of the 
fluctuations in the rate by those who desire to give the subject 
f close attention. It also shows the proportion which the rate 
pharged in each month bore to the average rate of the decade. 
Table' No. 13, pp. 98, 99, gives, at one view a statement of the 
changes in the Bank rate from the date in 1844, when the 
Bank Act came into operati6n, to the close of the year 1900. 
It gives the number of changes of the rate in each year, and the 
total number of days at each rate in each year. Table 37, 
p. a 96, shows the iiumber of variations in the rate and the 
years, in which these variations occurred, and Table 38, p. 197, 
shoA/Cs the range of variation in each year. The Table ,14, 
p. 100, gives the number of days at each rate, arranged from 
* the lowest rate to the highest ; and the number of days at 
each rate’ arranged from the greatest number of days which 
each rate lasted to the smallest. 

These tables thus form, collectively, a kind of rough chart, 
showing the course which the market value of money has taken 
during the entire period over which they extend. Some curious 
information can be gathered from examining them. First, there 
is a great difference, as will be seen from Table 13, pp. 98, 99, 
between the course of business in one year and another. In two 
years, 1851 and 1895, no change is marked ; in four years, 1844, 
1846, 1849, and 1850, there is but one alteration of the rate. 
It will be noted that these years in which so little fluctuation 
took place all occurred during the first seven years, between 
1844 ?nd 1850. By way of contrast, in one year, 1873, ho 
less than twenty- four changes, one nearly every fortnight, 
are marked.* Next, if we look dow^n the column in the 
table giving the total number of changes in the Bank rate, 
we shall be struck with the fact of how much that number has 
increased. As far down as the year 1859 the changes are 
'Comparatively few in number. Yet the period, from 1844 
to 1859 included two panics, those of 1847 and 1857, both 
of them of considerable severity. * In both of tnesi years, 1847 
afid 1857, the changes .in the Bank rate amounted to nine. 
This was considered in those days an almost unprecedented 
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w. x] 


TABLE 12. 


Uonthlr Avenees of Minimum Rate of Discount of Bank of E^land 1845-1900, 
in groups of Ten Years. 1845-54, i8SS-<4. 1865-74, 1875-84, 1885-94, wid «{ 
Six Years, 189S-19JO, with Summary Table, 1845-1900. ^ 


Month. 

1845 - 54 . 

1855 - 64 . 

1865 - 74 . ! 

1875 - 84 . 

Average for 
the Ten Years, 

5^. 

Av. of 
Ten 
Years 
= 100. 

Average for 
the Ten Years, 
lar. gd. 

Average 
of Ten 
Ycars= 
100. 

• 

Average for 
the Ten Years, 
7,1 161. \d. 

Average 
of Ten 
Years = 
100. 

Average for 
the Ten Years, 

£l 3 f. ltd. 

Average 
of Ten 
Years = 
100. 

0 

fanuary 
February . 
March 
ft.pril . 

May . 

[une . 

(uly . 
August 
Septcuiber . 
October 
November . 
December . 

£ s. d. 

3 5 « 
360 
360 

3 7 I 

3 7 7 

3 4 

380 

3 7 T !0 
378 

3 10 10 

3 >5 I 

3 10 10 

96 

98 

99 
too 

99 

99 

99 

104 

I JO 

J04 

4 15 8 

4 16 5 

4 12 5 

4 II 2 

4 15 8 
496 

4 4 5 

4 3 2 
446 

4 12 4 
549 

5 3 3 

103 

104 • 
100 

98 
103 

97 

9 i 

90 

9 t 

99 

III 

£ s. d. 

3 *7 8^. 
3 12 9 

3 10 I 

3 11 II 

438 

319 8 

3 13 10 

3 13 11 
322 

3 19 II 

4 8 8 

3 19 I 

^ lOZ 

96 

92 

94 

IJO 

m 

97 

97 

82 

los 

117 

104 

£,s. d. 

•3 17 5 

3 ^ II 

2 15 8 • 
2 16 3 

2 15 2 

2 14 6 

2 15 9 

3 I 3 

3 10 10 

3 18 2 

3 15 10 < 

£21 

103 

96 

87 

^ 88 

86 

87 

g 6 

tit 

122 

ijg 

Difference; Highest and Lowest 
Month, gs. sd. 

Mean of extreme Variations for 
1845-54, 7 °/. 

Difference: Highest and 
Lowest Month, 7 ^- 

Meai. of extreme Vari- 
ations for 1855-64, 11 ’570 

Difference: Highest ami 
Lowest hk'Uth, £i bs. bd. 
Mean of extreme Vari- 
ations for 1865-74, 17 ' 57 o 

Difference: Highest and 
I/jwesl Month, ;£i 31. 
Mean of extreme Vari- 
ations for 1875-84, iS'sV, 




0 



1885 - 94 . 

Month. 

Average for 
the Ten Years, 

£l 3 *'. an?. 

Averse of 
Ten Tear.s 

2i-10C>. 

January . 

~'£~s'~d, 

4 1 I 

128 

February. 

3 6 I 

105 

March . 

2 18 6 

93 

April 

2 13 2 

i 84 

May 

2 14 2 

86 

June 

2 10 10 

July . . 

290 

78 

August . 

2 16 6 

• 89 

September 

3 4 4 

M2 

« 

October . 

3 10 I© 

11/ 

November 

.3 16 9 

122 

December 

3 17 4 

J22 



Difierenc ' • F ighesf and Lowest 

Month, 


£x xd. 

Mean of exlt^ntf Variatk’ns for 1885-94, 

asV. 


1895 - 1900 . 1 

Average for 

Average of 

the Six Years, 

Six Years 

£-^ os. 4^. 

-ilOO. 

£ d. 


365 

IJO 

2 16 5 

94 

2 16 8 

94 

2 17 *8 

96 

2 17 4 

95 

2 10 7 

84 

2 10 10 

84 

2 13 6 

89 

2 15 5 

92 

392 

JJS • 

3 13 4 

I 2 T 

3 16 8 

f 27 

Difference: Highest an^ 

Lowest Moi^h, £1 6s? id. 
Mean of extreme ^ari- 

ation^fur 1895-1900, 21*5*/®^ * 


1845 - 1900 . 


Average for the 
Fifty-six Years, 

£,i lay- 

Average 
Rate of 
Fifty-six 
Years *100. 

£ y . d. 


3 19 I 

7/0 

3 11 3 


390 

^ 96 

3 6 10 

93 

3 II 0 

99 

367 

92 

3 . 4 6 

\ 89 

364 

92 

367 

92 

3 17 3 

io8 

4.3 8 

116 • 

4 1 10 < 



Difference : Highest and 
Lowest Month, 191. td. 

Mean of extreme Vari- 
ations for 1845-1900, la'sV. 
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0 

TABLE 13. « 

fiAKK OF ENGLAND 


T»b> of the Changes in the Rate of Dtsconnt Charged by the 
mnf* eth Sentember. i8d4 (when the Bank 
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TABLE ly^ontinutd, 

MINIMUM RATE OP DISCOUNT, 1844-1900. 

Bank of England, and the Number of Dajs at each Rate in each Year, 

Act came into Operation), to 31st December, 1900. V ^ 

»— J. -r- r- "I ” 

4 lX 5% SJ% 6Z 61% 1 % •% 9% '9% Tottl. 

— 

Days. Days. Days. Days. Days. Days. Days. D.iys. Days. Days. 
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TABLE 14. 


oBank of Eogtand— Rate of Discount— 1844-1900. The Number of 
, Days at each Rate, arranged from the highest number to the 
smallest 


Ntnnber of Days (20,570). 

Rate Per Cent. 

t 

Number of Dayss 1,000. 

4,907 . • 

.* 13 

239 

3,409 

2 

166 

2,997 

2i 

. 146 

*,698 

4 

131 

2,01*2 • ' 

5 

98 

1,759 

• . * 3 i . 

84 

868 

6 

43 

577 

7 

28 

481 

• . 4 i . 

23 

268 

8 

13 

259 

5 i 

13 

141 

10 

7 

95 

9 

5 

9 * 

. . 6i . 

4 

28 

2I 

— 

20,570 


1,000 

Bank of England- 

-Rate of Discount— 1844-1900. The Number of 

Days at each 
highest. 

Rate, arranged from 

the lowest r&te to the 

Rate Per Cent. 

Number of Days (20, ^^o). 

Number of Days = 1,000. 

2 

3,409 

166 


28 

— 

2j . 

2,997 

146 

3 

. ^ 4,907 

239 

3 i 

*,739 

84 

4 

2,698 f 

131 

4 i 

481 

23 

5 

2,012 • 

98 

5 i . 

*• 259 

.i 13 

• 6 

. » . 868 

43 

. 

r* . 9 * 

* • • • %a ^ 

7 

• » . . 577 

28 

8 

. 268 ‘ . 


9 

*• *95 ‘ • 

. .-«■ 6 

xo 

^ « 

< . I41 . f 




' 1.000 


to.570 



CH, x] DETAILS OF VARIATIONS, BANK OF, ENGLAND loi 

number of Variations. If we exclude these two years, we shall 
find in the fifteen jrears under observation, namely, those from 
1844 to 1859, only two years, 1855 and the firsf of which 

the nbmber of, changes was eight, in the^ second seven; two 
years besides, 1853 and 1858, in»which they were six in number ^ 
in one year, 1859, there were five changes; in one year, 1851^ 
no change whatever was recorded; in the remaining seven * 
years the number of changes varied from one to three. But 
from i860 to 1874 a totally different state of things prevails. 

If we carr^ our eyes down this later part of the column we 
shall find that, with the exception of the year 1862, in which 
there were five changes, no year betw^n and 1874 

has less than ten changes recorded as occurring in ft, wy;h the 
exception of those years which, like 1867 and 1868, were years . 
of recovery from great commercial depression. In 1872 four- 
teen changes were recorded; in 1873, as mentioned before, no^ 
less than twenty-four; and in 1874 thirteen. 

Between 1875 and 1900 the yearly fluctuations were not so 
numerous. Both in 1875 and 1893 there were twelve, in 1890 
there were eleven, in 1891 ten, in 1888 nine, in 1889 eight. In 
lone of the remaining years did the changes exceed six or 
seven. In 1894 there were only two; in 1895, ^ls in 1851, 
there were none. The diminution in the number of fluctua- 
tions is f. help to trade, as is a low rate of interest. 

If we examine Table 14, p. 100, in which the facts shown in 
Table 13, pp. 98, 99, ha^ie been brought together for facility of 
reference, we shall find that during the greater part of the time 
between 1844 and 1900 the rate charged by the Bank has been, 
:omparatively speaking, a low one. Out of 20,570 days under 
consideration, the Bank rate stood at 3 per cent., or below it, 
during 11,341 — that is 'to say during more than half of the 
whole time. And if we take the rates up to 4 per cent 
inclusive, which we may call moderate rajes, as even 4 per 
cent, can hardly be called a high rate, we shall find that they 
comprise iuore.than three-quartep ol^ the, whole. column 

has been added to the tab]f for facility comparison, showing 
the proportkwiate part pf the tkne which ead^fate has stood at, — 
reckq)r\ing the whole^eriod as equalling i^ooo. This coluifm 

shows thatiduring Aore than half of the whole fime a rate of 

• * • 
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3 per cent, and below has been charged, and that rates varying 
from 4^ per cent, upwards to lo per cent, have beeif in force 
during one-fifth of^the whole period. The whole results may 
be summarised thu^ : From 1844 to 1900 a .low rate,* from 
2 per cent, tp 2^ p<;^r cent, was charged during 6,434 days, 
l^eing more than one-quarter of the time ; a moderate rattf, not 
exceeding 3 per cent, was charged during 11,341 days, more 
than half ' the time ; a rate not exceeding 4 per cent, was 
charged during 15,778 dayi, more than three-quarters of 
the time ; and during 4,792 days, little more than one-fifth 
of the time, a high rate of 4^ per cent, and upWards was 
charged. ' , — 

If we l€)ok to table No. 13', pp. 98, 99, again, we shall see the 
history of the difficult times between 1855 and 1873 expressed 
very clearly, the years in which the Bank rate exceeded 6 per 
•cent., ranging from 6^ per cent, to lo per cent, all, except 1847, 
falling within that period. Earlier than 1854 low rates generally 
prevajled. If we except the panic year, 1847, we shall never find, 
down to the year 1853 inclusive, the rate exceeding 5 per cent ; 
and indeed a 5 per cent, rate was then most rarely attained. In 
those days a 4 per cent, rate was one of unusual* severity. In the 
latter part of the table higher rates have become more frequent. 
Though it may have been but for a week, yet during thirty-six 
out of the fifty-six years over which this table expends the 
Bank rate has reached 5 per cent. ; even in such a year as 1876, 
during which the average rate for t]ie year was but a little 
more than half 5 per cent., being only £2 12s. id. for the 
twelvemonth, and in 1877, in which the yearly average was 
only £2 i8j-., the same result occurred. Thus also during 
thirty-eight years the Bank-rate has stood for some time, and 
frequently a long time, at 4 per cent. . Yet the fact that 4 per 
cent, and even, a lower rate has been charged for a considerable 
part of the year has not prevented the average for the whole 
year being high. Thus in 1866, when for k few days as low 
a rate as 3J per cent, was charged, the average rate for the 
whole year^ was ;^6'i9^.,‘^he highest recorded. Again, ip 1873 
the rate fluctuated, befween 3 per cent, and 9 per with an 
average of £j^ lod. Between 1873 and 1900, however," 
the rate has .never exceeded 6 per qenC ‘though i^ hUs"^tood 
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at that figufe in eight years, namely, in 1874, 1875, 1878, 1882, 
1889 (for one day][^ 1890, .1899, and 1900. 

During the years from' 1891 to 1897 low rates ‘generally 
prev^led. In 1895 stood at ^ per cent, without 

change, and including that year.., and 1894^ 1896, and 1897 2 pe^ 
cent.'^ was charged for 1064 days, equivalent to nearly tMree 
years out of the seven between 1894 and 1900. This, however, • 
has not prevented the fluctuations in the rate from ‘being fre- 
quent and also distinctly marked. The.variaftons have also 
become more extreme during the years from 1885 to 1900. 

The special circumstances connected with the Chinese- 
Japanese War indemnity and the large^d^posifs* Renee njade 
with the Bank of England in 1895-6 partly accoiftit for the 
abnormally low value of money at that time. This subject is ^ 
mentioned in Chapter II., p. 18, in reference to the principal 
divisions of accounts of the Bank of England. ^ 

The further consideration of this subject — the niimber, the 
extent, and the severity of the fluctuations in the rate charged 
at the Bank of England — will be continued in Chapter XX., 
p. 203, in which the same points will be taken up in 
reference to all the five banks whose operations are discussed 
in this volume. Meanwhile it is only right to refer to one 
cause of the greater susceptibility to fluctuation in the value 
of money in this country of recent years, namely, the vast 
growth of loanable capital in the country, and of the money 
held by banks and dis(^unt houses, in comparison with the 
reserve of ready money in the form of hard cash which is held 
against these liabilities. The real reserve in actual cash of the 
binks of the country is included in the reserve held by the Bank 
of England, and though that reserve, as compared with the 
amounts held thirty yeans since, has been augmented of late, yet 
the reserve of the Banjc has not been increased in proportion 
to the deraands which, 'xnay be made on it, and the average 
during the last four years dealt with in, this statement, 1897-- 
1900, actup]Jy decreased. See Table 2 ^ col. 23, p. 13. 

It is advisable in refere^nce to .this p^int.to make a note of 
the sums%ald by the banks .of the United •Kingdom, and to 
compare with these ^gures tha amoynt of the reserve of the 
Bank of England. • 
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My own estimate in Notes on Bankingy made ih 1872, was 
that the amount of the capitals, deposits, at\<i circulation of all 


the banks in the United Kingdom was at that date — 


. \ , 

Average 
Reserve of * 
the Bank of 

Proportiorfper cent 
of Reserve of Bank 
to Liabilities of all 

M, 

' 1872. 

;;^584,000,000 

England. 

;^I2,I00,000 

Banks to thtf^Public. 
206 

1894. 

The deposits, current accounts, 
and note circulation of all the 
banks ^publishing accounts in the 
United Kingdom were — * 

;^7 2 1,400,000 

;^25, 800,000 


1895- 


29,900,000 

• 3 - 7 S ' 

*'1896. 

797 , 7 oo,ootr- . . 

34,600,000 

4'33 ^ 

1897. 

816,400,000 

25,100,000 

3-07 

1898. 

838,300,000 

22,900,000 

273 

1899. 

869,300,000 

21,200,000 

2'U 

1900. 

889,600,000 

21,400,000 

2^41 

1901. 

888,100,000 

24,046,000 

2yi 


Meanwhile as the amount of loanable capital outside the 
Bank of England has till recently increased in a larger propor- 
tion than the amount of loanable capital which the Bank holds, 
it has become more difficult for the Bank 'to maintain that 
influence over the market rate which it is needful for it to 
exert. The more close is the harmony existing between the 
market rate and the Bank rate, the more swiftly is ^he Bank 
able to influence the market rate, and thus to regulate the 
amount of its reserve. The more carefully the business of 
banking is conducted throughout the country the less will the 
danger be of those demands which arise through the results of 
inflation of business and overtrading. The influence which 
bankers generally can exert over the business of the country 
is very great, and considering the extreme delicacy of our 
money market, the more needful it is that that influence should 
be continually exerted on the side of prudence. 

** This statement will give our readers a general view of the 
fluctuations in the rate of interest charged by the Bank of 
England during tfie period ‘from 1844 to 1900, We, propose . 
in the following chapters to carry the investigat;^’\' somewhat 

fij^rther, and to examine also in some detail into the rate^ 

‘ ^ . 

* S^e Banker^ Magazim, April, 1^2. WateHow and Sons, Liniit«^d, London. * , 
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charged Jby* the Bank of France, the Bank of Germany, the 
Bank of Holland^ and the Bank of '^Belgium. Tables have 
beem added, marked Table 41, ji 209, Tal^ 45, p. 216, which 
show^at one the fluctuations in tlje rates of discount 
charged by these banks for rfie years /under Consideration^ 
Table 37, p. 196, with the number of variations in the rat^of 
discount; Table 38, p. 197, whjch shows the lo\jrest and highest 
rates charged and the extent of the fluctuations ; *Table 39, 
p. 198, with a summary of the number and extent of annual 
fluctuations in the rates charged ; and other tables illustrative 
cf these details. These show generally what the course of 
these fluctuations has been. 
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SOME OF THE CAUSES WHICH INFLUENCE THE, RATE OF 
INTEREST CHARGED BY THE BANK OF ENGLAND 

• Ou. 


PAGE 

Relatioiv between the Reserve of the Bank 
of England and the current Rate of 
Interest , . . . io6 

, Tendency towards lower rates for money 
during the last thirty-six years . . io6 

Average Rates for groups of years, 11^45- 
1854^1895-1900 . , 106-107 j 

Influence of the different seasons of the 
year on the Fluctuations of the Rate 
and on business generally . .107 

Business activity at certain seasons of the 

year . . . . 107 I 

Periodic increases of Scotch circulation . 107 ! 


PAGE 

Particulars of Scotch circulation in May, 

June, October, November, and De- 
cember for 1897-1900 . . 10^^ T09 

The most important causes of increased 
Scotch note issues in May and 
November . . . .109 

Reference to monthly fluctuations in the 
Kate at Banks of France, Germany, 
Holland, and Belgium . . .110' 

Connection between demands made on 
account of Irish and Scotch Note Cir- 
culation and the Liabilities and Reserve 
of the Bank .* . . . IIO 

Mr. Weguelin (1856) on the influence of 
the Scotch ami Irish Circulation on 
the Bank of England Reserve . .no 


A SPECIAL set of tables has been prepared to illustrate the 
relation between the reserve of the l^nk of England and the 
current rate of interest. These tables, No. ii, pp. 82, 83, and 
No. 12, p. 97, give the average minimum rate of discount 
for each month in the years 1845-1900, and the corresponding 
averages of the liabilities and the reserve in groups generally 
of ten years each. The average yearly rate also requires 
attention. It is given in col. 46 of T^ible 3, p. 15. 

The average rate of interest charged by the Bank, after 
having increased from 1854 to 1866, has diminished, and, 
except in^i872, 1873, 1882, and 1890, the tendency has been 
towards lower rates for ^money almost uniformly for , the last 
thirty-six years. . • . 

^ If we divide the peripd under consideration into six groups, 
—five of ten years'each, 1845-54, 1855-^4, 1865-74, 1375-84,- 

, e 7 ' f 
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1885-94, and one of six years, i895-i9cfe — we shall find that 
the average rates in these groups were as follows : — 

• £ t. 

184S-54 . . . 3 § s 

1855-64 . . . 4 12 9 

1865-74 . . , $ I 

1875-84 . • . . y 3 II 

1885-94 . . .332 

1^895-1900 . . .304 

The average for the whole period 1845-1900 is ;^3 12s. 

On referring to Table 12, p. '97, from, which these figufes 
are derived, it will be observed that there is a periodic fluctuation 
from one season of the year to another. 

In all the periods into which this stat'^erftr is divided, 
the months of winter are generally the time of the highest 
charges. In the years 1855-64 the rate in the month of May, 
and in the years 1865-74 the rates in May and June, were very 
high. But these were exceptions. As a rule the autumn and ‘ 
early winter months are the times of greatest business activity, 
which sometimes affects the rate as late as the months of 
January and February. The demands which the home harvest 
brings are great ; the demands which foreign supplies of all 
kinds entail are more pressing still. The large amounts of 
produce then coming forward affect the money market ; and 
a deficient harvest (should there be a short supply) usually 
manifests 5 itself about the third week in October. The ship- 
ments of corn also from America generally commence early 
in September, and intei^sify up to the middle of November. 
These causes, and others of a kindred nature which there is 
no need to specify, account for the autumnal demand.* They 
do* not, however, exist in the spring. In the month of May, 
a corresponding, though slighter, mcrease of pressure may be 
observed to that taking place in October, November, and 
December. The opening up of those sources of importation 
which have been lockfd up by the severity of the winter 
probably accounts for a considerable part of ^he increased 
demand fo^ gton.ey indicated by a rise iij its value. Scjpie effect 
also must be assigned to the perlojiic iacr^se in the Scotch 
note circufts^ioin ^in the months of May and^ November. Any 
Increase in that circulation beyond the limits fixed by thfe 
* See Chapter XIV., p. 138, “The Autumnal DrailT.” 
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legislation of 1844 and 1845 causes an immediate 'demand on 
the reserve of the Bank of England for goltj. The increase in 
the Scotch circulation beyond the limit of 1845 did not become 
very distinctly marked till 1856. It has become much^more 
.iT'^siderable 'of Iate\ It will pe observed that the Bank 
rate in May was for the years 1845-54 below the average 
of the year. For the years 1,865-74 the rate in May was 
higher than in any other month of the years included, except 
November. The particulars of the Scotch circulation in May, 
November, and December, for the years 1897-igoo, are as 
follows 


Authorisfd Limit of Scotch Bank Note Circulation (i;2,749,27i) and 
' Gold and Silver Coin Held. 


1897. 

Actual Circnlation. 
Average of 1897, 
; 67 » 33 ^.ooo. 

May 

- 7)5^)000 

June 

. 7 ,S 7 S,ocx> 

October 

. 7,445,000 

November 

• . 8,026,000 

December 

. . 7,674,000 

1S98, 

Average of 1B9B, 
;fi7,5oa,ooo. 

£ 

May 

. 7,584,000 , 

June 

• 7 , 943,000 

October 

. 7,688,000 

November 

. 8,260,000 

December 

. 8,025,000 

1899. 

Average of 1899, 
; 67 * 8 S 9 »ooa 

c 

May 

. 8,o27,o«:> 

June 

. 8,377,000 

October 

. 7,972,000 

November 

. 8,544,000 

December 

. . 8,268,000 

S900. 

Average of 1900, 

j 67 . 959 .«». < 

i 

May 

. 7 , 963 ,ocfc) 

June 

, 8,463,000 

October 

. . 8,ii8,ooor 

November 

. 8,715,060 

December . 

. 8,566,000 


Gold and Silver 
Coin Held. 
Average of 1897, 
165.850,000. 

£ 

5.595.000 
BMOfiOO 

5 . 978.000 

6.436.000 

6.811.000 


Average of 1898, 

;66, 01 3,000. 

. £ 

6.041.000 

6.357.000 

6.803.000 

6.742.000 
0,566,000 

4 

Average of iZgg, 

;66,431,000. 

£ 

6.360.000 

6.873.000 

6.694.000 

7.168.000 

6.858.000 

Average of rgoo, 
^^6,461, 000. 

£ 

6.396.000 

6.919.000 

6 . 666.000 

7.194.000 

7.087.000 


For the year 190a the gold held against^ th^ v„extra note 
circulation in Scot^'i^d irr tbe month'i mentioned above Exceeded 
the average holdin'g by ;^^7 oo,goo. * diftcp^ii^e between 
the highest and lowest holdings of specie^^is far larger dj;5in thisi^ 
and forms a*' perfectly needless demand on the central speci?\ 
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reserve cf the country. This subject is examined into further 
in Chapter XII,, p. 112, which deals with the Scotch and Irish 
note^irculations. 

It may be desirable to mention here the causes which lead 
to these periodic, though tempdrary, reqprements for note^l#ll“ 
Scotland. 

t 

** The main causes of the increased note issues in May and 
November are undoubtedly these^ — 

“ ist. The payments of rents and interests on mortgages, 

, which, in Scotland, are almost uniformly made at 

the half-yearly terms of WJbitsuntidS* (15th l^ay) 
and Martinmas (i ith November). • 

“ 2nd. The settlement of all important transactions in herit- 
able property, which are also fixed for the same 
terms. 

*‘3rd. The payment of household servants’ wages, and in 
many cases salaries, at the same period. • 

“ These payments are to a large extent made through the 
medium of bank notes, and thus these notes get into hands 
where they remain for a time, many of the parties who receive 
the notes having no bank account. 

It is further to be noted : — 

“ 1st. 'That on the 4th of the month an unusually large 
amount of bills falls due, and if the 4th happens 
on a Saturday (the day when the returns are 
made up) we generally look for a heavier return 
on that account. 

“ 2nd. The November return^ are usually heavier than 
those in ]\lay, because of the requirements of the 
harvest, travellers, etc. 

“3rd. In the counter districts the term-day is in many 
placeif regulated by the old ^yle, and thus tjje 
payment of farm rents ruhs on into JClne and 
' December.” 

* This staicmeni is# taken from a descrffAion of the circum- 
stancefiajvritten to nj£ in 1872 tfy a welUkn^wn Scotch banker, 
•the late D|. Charles Gardner, a^ that time General Manager 
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of th6 Union Bank of Scotland Mr. George Anderson, the 
Treasurer of the Bank of Scotland, assures ftie that the circum- 
stances described by Dr. Gairdner are equally effective f c the 
present day. • 

It becpmes desirable to reier at this point to the monthly 
fluctuations in the rate of discount charged by the Bank of 
England, . and to con^are them with the corresponding fluctua- 
tions in Fran<;e, Germany, Holland and Belgium. The rates 
of the Banks of England, France, Germany, Holland and 
Belgium have therefore been tabulated on a similar basis for 
the years. I ^45 1900, and divided into periods generally 

speaking pf ten years, the six years 1895-1900 being formed 
into d separate table. While the tables show some pressure 
on the Bank of England in May, and in a much higher degree 
^in November, the other banks do not appear to experience the 
same influence as distinctly. The inference is tliat the Scotch 
demand in May and November may be of sufficient importance 
to affect the rate of the Bank of England. If we refer to Table 
II, at pp. 82, 83, wffiich contains a summary of the monthly 
averages of the liabilities and reserve of the Bank of England 
for the years 1845-1900, we shall find that the liabilities of 
the Bank on average have been low in the months of May 
and November ; that the reserve is comparatively weak in the 
months of April, May, October and November, and the pro- 
portion of the reserve to the liabilities low likewise. Something 
may perhaps be due to payments of dividends in the months of 
April and October. It is probable that there is some connec- 
tion between the demands made on the reserve on account of 
the Irish and Scotch note circulation and these circumstances, 
The opinion that these demands on the reserve are not 
specially connected with the ordinary circumstances of the trade 
of the country is supported by a reference to the returns of the 
Qlearing House when tabulated so as to show the amount of 
business passing in each month of the year. The particulars 
from 1868 ."-o 1900 are given *in Table 18, in ChapWf XIII., at 
page 133. Those'"^ures do not shbw any exc^ptiop-il demand 
iij the month of November and not 'a Very severe demand in 
May, and as the .effect of a severe demand in May is rK>L trace- 
able m the ordinary course of business of this countVy, or in the ’ 
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rate charged by the Banks of France, Germany, Holland and 
Belgium, and the ^verity of the demand in November in those 
courf^fies is not so great as in England, the inference is that 
the fluctuations .shown to exist at the Bank of England at those 
periods are influenced in some afJpreciabJe^egree by t^e reqiji/j^ 
ments of the Acts of 1844-5 connection with the Scotch ancf 
Irish note circulation. • 

This was noticed so far bc.ck as 1856 Ijy Mr. T. M. 
Weguelin, who was at that time goveVnor of the Bank. 
Mr. Wegiielin observed in a letter to the Chancellor of the 
Exchequer (Sir G. C. Lewis) on the effect of this ^demand : — 

“Now with regard to the oscillation of the internal circulaljon of 
the country, I may notice that there is periodically a demapd for 
currency from the Scotch and Irish banks, which, whilst it produces a 
most sensible effect upon the Bank of England reserve, is uncontrollable; 
by any action of the Bank. At certain periods of the year, especially 
of the harvest, the demand for currency commonly greatly exceeds the 
authorised issue ; and as the excess must be issued on gold deposfted in 
certain specified places, that gold is withdrawn from the Bank reserve, 
to be again restored to it when the reflux of the currency of the Scotch 
and Irish banks takes place, which is usually in the months of December 
to March. The Scotch banks very generally exceed their authorised 
aggregate issue ; but with the Irish banks, although the aggregate issue 
is not usually exceeded, yet it often happens that some are in excess, 
whilst othws are under the authorised amount But as each bank has 
to provide for its own excess, the demand on the London bullion 
reserve is as great as if th^ whole Irish circulation had gone beyond 
its limit” 

* The fluctuations in the note circulation in Ireland have 
rarely been as large as those in the note circulation in 
Scotland, the periodical fluctuations in which have greatly 
increased of recent years, and continue to increase. 

The subject is an important one, and, as mentioned above, 
requires to be exa&ninefl into further, owing* to the manner jp 
which specie is required to be held against th^ excess note 
circulation^ ^of "Scofiand and I reland •by che Acts of 

1844-5. ^ , ^ ‘ ; 

This will, therefore, be considered in the*next chapter. 
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The course of the Irish and Scotch note circulations, and the 
connection between the fluctuations in them and the reserve 
of the Bank of England, now require to be considered. By 
the Bank Acts of 1845 which refer to the Scotch and Irish 
circulations, specie is compelled to be held against any excess 
of the issue over the limits authorised by those Acts. The 
note circulation in both countries, especially in Scotland, has 
greatly increased since 1845, I have tabulated the figures, 
|)Oth of the note ‘circulation and of the specie held against it, 
in the same groups as for the other statements. These will be 
found in Tables iScand^b, on pages 118-120 and 22^-123, In 
these tables the Statements follow ^the order of the^, months in 
each year as they stand in the calendar. As the nfkt'ter, however, 
requires further ponsidetation, 'owing to the influence w'bich the 
requirements of the note circulations for specie have oa the reserve « 


112 
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of the I have arrangc^d the figures again in Table 17, 
pp. 124-131. In this Table the months are not placed in the 
ordeft,of the calendar, but irk that of the month with the smallest 
circulation first, thus proceeding to the highest. The averages of 
the Rank of England rate of disebunt are |dded, arranged injli^ ' 
same manner. The columns of proportional figures will enable^' 
the reader to follow the course of events without-difficplty. As 
a rule it will be observed that th 4 specie held against the note 
circulation, both in Scotland and in Ireland, corresponds very 
closely in its movements with the note circulation, fluctuating 
as» the note circulation fluctuates. This is whaj: .might be 
expected. The specie held by the Scotch and Iri^h bihks 
has reference far more to the note circulation than to their 
customers’ requirements for cash. If the reader will pass his 
eye along the table, keeping the columns of proportional figures ^ 
in mind, he will find that as a rule the months in which the 
note circulation in Scotland and Ireland, the specie held, and the 
bank rate are highest, in the majority of instances correspond. 
This is not invariably the case, but the recurrence is sufficiently 
frequent to suggest a connection between them. The principle 
by which the holding of the specie is regulated is described in 
a paper by the late Dr. Charles Gairdner, whom I referred to 
in the last chapter with reference to the movements in the 
Scotch noffe circulation. I quote from him again here, as I 
know of no other statement which explains the point to which I 
desire to draw attention, m fewer and clearer words, and have 
only to express my regret that Dr. Gairdner has left behind 
him^so little in writing on these subjects. 

Dr. Gairdner headed his remarks^ on the subject as 

TAe Influence Exercised by the Bank Acts of 1844 and 1845. 

“ These Acts proceecf qjn the preamble that ‘ it is expedient 
to regulate the issue*of bills or notes payable*l3n demand,’ and. 
the mode of regulation adopted is by prohiT^iting the institution 
of any new*bJnk*of issue, and imposing *qn tjhose iiv existence 
certain stringent^ conditions.* It is ^ot my|^tention on this 
occasion to enter on the general question 5 f bank notes, ^ 
question 'Which woulc^ require atMq^st*one iveni^ig tor itself; 
and I therefot*e only ask your attention to the V^-nner in which 
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the regulations of the Bank Act exercise an influence on the 
reserves of coin. c 

The general principle of the Acts of both years i^ that 
gold must be held by the banks of issue, individually, for . 
‘^'whatever sum their actual issues exceed their authorised issues. 

f f ( ^ 

Under the English Act this general principle is qualified by the 
fact that the country banks of issue in England are prohibited 
from exceeding, under any (j^rcumstances, the amount of their 
authorised issues, a prohibition which has the effect of com- 
pelling them to use the notes of the Bank of England to the 
extent whereby the demand upon them for notes exceeds their . 
authorised issues. Any expansion of notes in England, then, 
beyond the amount authorised in the Act, is necessarily an 
expansion of the note circulation of the Bank of England. In 
Scotland and in Ireland, on the other hand, the banks may 
increase their circulation to any extent in accordance with the 
public demand, provided that they have gold at their principal 
place of issue to an amount not less than the amount of such 
increase, ascertained as I shall presently explain. 

“ This being the general principle of the Bank Acts, there 
has to be noted a very important difference in its application 
in England as compared with Scotland and Ireland. At the 
Bank of England, where alone in England any expansioii of 
note issues can take place, the official arrangements of the 
bank are divided into two distinct departments — a note-issuing 
department and a banking department. From the note depart- 
ment no notes can legally be issued, even for an hour, in excess 
of the authorised amount, //us the coin in that department. 

It follows from this that a sudden demand for notes made on * 
the banking department sufficient to exhaust their reserve 
will create a deadlock. 

In Scotland and in Ireland, on the other hand, no such 
^deadlock need t:^.ke place, because any demand for notes, to 
whatever e^itent it^ may go, may be legally complied with, 
provided ^that ou the 'average of four weeks, ascertained at the 
close of businei5a-^oh each succeeding Saturday, ^the issuings 
banks respectively hold, at their prin^;ipal *]p?Sce of issue, an 
amount of gold ^rresponding with the ,^xcess of issue beyond 
tjie authorised g^mount. dpntravenlion of this prpvision woul<t^ 
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involve ascertain pecuniary penalty on the offending bank ; but 
contravention is improbable and unnecessary, because of the 
timel^ allowed for strengthening the stock of gold through the 
principle of average over four successive weeks/’* 

Hhe only source, however, Yrom whj^h the gold requye^ 
can be obtained is from the reserve of the Bank of England* , 
This subject hasY)een referred -to in Chapter IX. p. Si. The 
specie held in Scotland and Ireland does not form a special 
security against the note circulation. It is an asset held against 
the general Jiabllities of the issuing bank. 

• • 

The fixed issue of the Scotch Banks was in ^845 • . ^3,08), 209 

It was diminished by the failure of the Western Bank 

of Scotland, 28th August, 1858 ;^337,938 ‘ 

„ City of Glasgow Bank, 2nd October, 1878 72,921 

410,859 ^ 

The fixed issue from 1878 to 1900 was . ... ;^2,676,35o 


Hence as the notes which had been issued by the Western 
Bank of Scotland and the City of Glasgow Bank were taken 
up by the other banks, the amount of specie (over ;^‘400,ooo), 
which represents the issue allowed by the Acts of 1844-5 
the Western Bank of Scotland and the City of Glasgow Bank, 
is now permanently lodged in Scotland, with some ;if3,ooo,ooo 
more held against the excess of the aggregate circulation over 
the limit allowed. • 

The fixed issue of the banks in Ireland remains the same 
in 1900 as it was in 1845, ;^fi»354j494- Ireland is the only 
part of the United Kingdom in which the note issue has re- 
mained without alteratioit since the Acts of 1844-5 were passed. 

The following statement shows the difference between the 
highest and the lowest* months from 1845-1900. It shows 
how much larger ic^ coneequence the demand for Specie both^ 
in Scotland and Ireland is now than it wasMn 1845: — 

* The Constitution and Course ojkthe MoHPyk ^fi^rJiet^ •Charles Gairdner, 
General Managesr ^f,Whe Union Bank ^of Scotland, Limited. Read before the 
]^conomic Section of the GRsgow Philosophical Society, 20th February, i 884 
(J. Maclehuse and Sons, Glasgow, i888), pp! iJ-17.* • 
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f 

Scotch Note Circulation and Specie Held. « 

Note Circulation. • Speqe Held. 


t 

r 

DifFerence between 
the highest 
month and the 
lowest month. 

Mean of 
the extreme 
variations 
during each 
JieJEod. 

Percent. 

Difference between 
the highest 
month and the 
lowest ftionth. 

£ 

Mea^f 
the extreme 
variations 
during each 
period. 

Per Ont. 

1845-1834 

559.000 

8-5 

*198,000 

9 

1855-1864 

704,000 

00 

L/i 

(J95,ooo 

6'S 

1865-1874 

814,000 

,.8-s 

511,000 

8 

1875-1884 ' 

1,072,000 

* 9*5 

819,000 

10 

1885-1894 

1,092,000 

9 

945,000 

10-5 

1895-1900 

1,380,000 

9*5 

1,304,000 

0 

11 

[845-I90P 

839,000 

8-5 

568,000 

8*5 * 


Irish Note Circulation and Specie Held. 

Noth Circulation. Spbcie Held. 



Difference between 
the highest 
month and the 
lowest munth. 

Mean of 
the extreme 
variations 
during each 
period. 

Difference between 
the highest 
month and the 
lowest month. 

Mean of 
the extreme 
variations 
during each 
period. 
Per Cent. 


£ 

Per Cent. 

£ 

<1845-1854 

999,000 

9 

*[262,000 

8 

1855-1864 

1,005,000 

8 

302,000 

7 

1865-1874 

1,294,000 

9*5 

518,000 

10 

1875-1884 

1,340,000 

9*5 

512,000 

8-S 

1885-1894 

974,000 

7*5 

* 401,000 

6-^ 

1895-1900 

1,057,000 

8 

422,000 

7 

1845-1900 

1,103,000 

8*5 

352,000 

7 


* 1846-54.— Nine years in the 

case of specie held. ^ 



1 1846-54 — Nine years in the case of specie held. 



See Tables 15, 16, 17, pp. 118-131, 


It will be convenient here to quote the clauses of the Bank 
Acts of 1845 which regulate the holding of specie against the 
excess issue in Ireland and Scotland 

If 

Anno Octavo et Nono Victories Regince^ Cap. xxxvii. 

An Act to regulate the Issue of Bank Notes in Ireland, and to regulate 
the Repayment of certain Sums advanced by the Governor and Company 
f of the Bank^of Ireland for the Public^Servio-^. [21st July, 1:845.] 

What shall '' Clause XX. — And be it enacted, That in taking account of the Coin 
inthe^^ helS by any B?nker'in Irelcnd with respect ®to wKich«B&nk Notes to a 
Account of further ExtentShan the Sum certified- as aforesaid by the Commissioners, 
by any^ of Stamps and ,Tkxes may, under ihe Provisions of Act, be made and 

^ Banker, issued, there shall be ii^cluded pnly the Gold and Silver Coin held by such 

Banker at Iht & derail head Offices or princip?! Places of Issue in Ireland 
‘of such Banke^%uch head Offices or principal Places of Isfue not exceedi»§ 



CH* xn] ACTS REGULATING SCOTCH AND IRiSH ISSUES 117 

• 

Four in Nugaber, of which not more than Two shall be situated in the 
same Province ; and every Banker shall give Notice in Writing to the said 
Comjpissioners, on or before the Sixth Day of December next, of ‘such 
head Offices or Principal Places of Issue at which the Account of Gold 
and Silver Coin held by him is to be taken as aforesaid ; and qo Amount Silver 
of Silver Coin exceeding One Fourth Part',of the Gold Coin held such E^exceed 
Banker as aforesaid shall be taken into account, n(r shall any Banker be the P.’o* 
authorised to make ahd issue Bank Note^ in Ireland on any Amount of ° 
Silver Coin held by such Banker exceeding' the Proportion of One Fourth Quarter c 
Part of the Gold Coin held by such Banker as jiforesaid. — 8® et 9® 

Victoriae, Cap. 37, § xx. 

Anno Octavo et Nona Victorue Regince^ Cap. xxxviii. 

« • 

An Act to regulate the Issue of Bank Notes in ScotUand. [21st July^ 1845.}/' 

* • 

Clause X.— And be it enacted, That for the Purpose of ascertaining Mode of 
the monthly average Amount of Bank Notes of each Banker in Circular - 

tion, the aggregate of the Amount of Bank Notes of each such Banker in average 
Circulation at the Close of the Business on Saturday of each Week during 
the first complete Period of Four Weeks next after the Sixth Day of Notes of 
December One thousand eight hundred and forty-five shall be divided by 
the Number of Weeks, and the Average so ascertained shall be deemed to circula- 
be the Average of Bank Notes of each such Bank in Circulation during 
such Period of Four Weeks, and so in each successive Period of Four during the 
Weeks; and the monthly average Amount of Gold and Silver Coin 
respectively held as aforesaid by such Banker shall be ascertained in like after 31st 
Manner from the Amount of Gold and Silver Coin held by such Banker J^^ember, 
It the head Office or principal Place of Issue in Scotland of such Banker 
at the Close, of Business on Saturday in each Week during the same 
Period; and the monthly average Amount of Bank Notes of each such 
Banker in Circulation during ^y such Period of Four Weeks is not to 
exceed a Sum made up by adding the Amount certified by the Commis- 
sioners of Stamps and Taxes as aforesaid and the monthly average 
Amount of Gold and Silver Coin held by such Banker as aforesaid during 
the same Period. 

Clause XL — And be it enticted, That in taking account of the Coin in taking 

held by any such Banker as aforesaid, with respect to which Bank Notes 

to a further Extent than the ^um certified as aforesaid by the Commis- Coin 

sioners of Stamps and Taxes may, under the Provisions of this Act, be 

made and issued, no Ateunt bf Silver Coin exceeding*One Fourth Part SilvtrCoir 

Df the Gold Coi>i held by such ^knker as aforesaid shall be* taken into ex- 

ceed the 

iccount, nor»Shfiil any Banker be authorised to*mak^ and issue Bank Proportion 
Notes in Scotland on any amount of Silver, Com tield fey such Banker 
exceeding the Pr^«|i»rtion of One Fourth Part of the Gold Coin held Gold. ° 
by such Banker as aforesaid.L-8‘’*et 9“ VictoriiC, Cap. 38, §§ x. xi. 
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' TABLE IS. 

Monthly Aveng^es of Note CircnUtiofl and of Gold and Silver Coin helcf In Scotland 
i845-X9qp, in groups of Ten Years, 1845-54, ^ 5 - 74 i 1875-84, Z885-P4, 

and of Six Years, 1895-1900, with Summary Table, 1645-1900. (The r^ms 
of the specie held commence in 1846.) 



Note Circulation. I 

Specie Held. * 1 




1845-51 


; » 1846 - 54 . 


'’rowrtion 
of Specie 

0 Circula* 
tion, 3*7. 

AveMLge of 
!fine Years, 

337, 

• Month. 

Average for the Ten 
Years, ;C3,426,ooO. 

Average of 
Ten Years 
— too. 

Average for the Nine 
Years, j{ii,o99,ooo. 

Average of 
^ine Years 
= »o. 

January , 

' k 

3,^6,000 
3,2^2,000 , 

100 

1 1,121,000 

102 

33 

103 

February . 

9 S 

1,122,000 

J 02 

34 

106 

March 

^,16^.000 

92 

1,113,000 

lOI 

33 

109 

April 

May 

3,187,000 

93 

1,063,000 

97 

33 

103 

3,396,000 

99 

1,100,000 

1,118,000 

100 


100 

June 

3,633,000 

J06 

J 02 

3 ^ 

97 . 

July 

• 2,401,000 

99 

1,070,000 

97 

31 

97 

August 

3 . 359.000 

. 9S 

1,031,000 

94 

3 ^ 

97 

September . 

» 3,364,000 

98 ' 

1,014,000 

92 

30 

94 

October . 

3,497,000 

102 

1,055,000 

96 

30 

94 

November . 

3,710,000 

108 

1,174,000 

loy 

31 

97 

December . 

3,722,000 

log 

1,212,000 

ItO 

3 ^ 

100 

Difference : Highest and Lowest Month, j^55Q,ooo. 

Difference : Highest and Lowest Month, ;£x98,ooo. 

Mean of extreme Variations for 1B45-54, 8’s7o 

Mean of extreme Variations ^or x 846-54, 97. 
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1855 - 64 . 


1855 - 64 . 


Proportion 
of Specie 
to Circula- 
tion, 547, 

Average 0 
Ten Years 
547,= 100. 

Month. 

Average foi the Ten 
Years, A, x 37,000. 

Average of 
Ten Years 
=100. 

Average for tlic 'Pen 
Years, ;£a,a33,ooo. 

Average of 
Ten Years 
= 100. 




£ 



100 

January . 

4,191.000 

lOI 

2.282.000 

2.236.000 

*J 02 

34 

February . 

3,985,000 

96 

TOO 

3 (> 

i(y# 

March 

3,851,000 

93 

2,180,000 

98 

37 

106 

April 

hwy 

3,814,000 

92 

2,197,000 

99 

3S 

107 

4,048,000 

98 

2,242,000 

100 

33 

102 

June 

4.393.000 

100 

2,299,000 

103 

32 

96 

July 

4,084,000 

99 

2,195,000 

gS 

r 

100 

August 

4,011,000 

97 

2,144,000 

96 

33 

98 

September . 

4,042,000 

98 

2,099,000 

2,l8l,OpO 

94 

3 ^ 

96 

October . 

4,242,000 

ro2 

98 

3 ^ 

94 

November . 

4,470,000 

J08 

2,342,000 

105 

3 » 

96 

December . 

4,518,000 

log 

2 , 394,000 

loy 

33 

98 

Difference : Highest and Lowest Month, ^^704, 000. 

Difference ; Highest and Lowest Month, ;£a95,ooo. 

Mean of extreme Variations for s8ss-64, 8 *$7. 

Mean of extreme Variations for 1855-64, 6'57 
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186 &< 74 . 


1865 - 74 . 


Proportion 
of Specie 
to Circuia 
tion, 637, 

Average c 
Ten Year 

627# =*00 

Month. 

Average for the Ten 
Years, ^/4, 963, 000. 

Average of 
Ten Years 
— too 

Average for the Ten 
Years, ;C3.o75»«». 

Average of 
Ten Years 
= 100 




£* 




January . 

4,883,dbc 

98 

3 , 044 , 0 CC) 

c 99 

62 

100 

February . 

4.687,000 . 

94 

2,992,000 

97 

64 

103 

March ‘ . 

4 . 593.000 

92 

2,923,000 

93 

64 

108 

April . 

h&y . 

4,687,000 

94 

2,917,000 

93 

. ^62 

100 

’ 5,098,005 

103 ; 

3,108,000 

lOI 

61 

98 

June . 

5 , 243 ,(ft )0 

‘/06.* 

3,210,000 

104 

61 

98 

July . 

4,940,000.. 

99 

^ 3,044,000 


V 92 

100 

August 

4,845.000 

gS 

2,950,000 . 

gT 

bi 

98 

Sfcptember , 

4,842,000 

98 

2,940,000 

96 

61 

08 ' 

October ; 

5 , 043 .oqp 

^284,of'o 

102 

3,047,000 , 

99 

61 

98 

November . 


3,300.000 

loy 

62 

100 

December . 

5,407,^00 

109 

3,428,000 

III 

f ^3 

102 

^ Difference : Highest and Lowest Montn, ,£8x4, 00c 

.( Difference : Highest and Lowest M^ ith, jCssxiQoo, 

Mean of extreme Varia tons for 1865-74, 8’s7. 

1 Mean of extreme Variations foi'^i4irj^74, 87, 

t 
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TABLE IS {continued), 

. . « Mote CircuUtion and of Gold and SUver Coin held in Scotland 

.bh} .•»•* ««•«. 

^^f six Years, 1895-1900, with Summary Table, 1845-1900- 



January 
February 
Mjjjch 
April 
May . 

Ji’jie . 

July . 

August 

Septemlxjr 

October 

November 

December 


£ 

5.769.000 

5.456.000 

5.342.000 

5.371.000 

» 5,746,000 

6.414.000 

5.766.000 

5.622.000 

5.671.000 

5.860.000 

6.411.000 

6.253.000 


99 

94 

92 

92 

99 

III 

99 

g8 

lOI 

no 

108 


Difference : Highest and Lowest Month, ^*,072,0 
Mean of extreme Variations for 1875-84. Q's'L 



4)191,000 

4.008.000 

3.912.000 

3.852.000 

3.998.000 

4.529.000 

4.127.000 

3.915.000 ^ 
3,^23.000 

4 .111.000 

4.671.000 

4.566.000 


Difference : Highest and Lowest Month, ^819,000. 

/• iR-re-fi/. Xo“L 


Month. 


Note Circulation. 
1886 - 94 . 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 


Average for the Ten 
Years, ;£ 6 ,ii 5 ,a»- 


£ 

6.044.000 

5.706.000 

5.576.000 

5 . 734.000 

6.431.000 

6.433.000 

6.168.000 

6.003.000 

6.031.000 

6.074.000 

6.515.000 

6.668.000 


Average of 
Ten Years 

=SIOO. 


99 

93 
9^ 

94 
105 
105 

lOI 

98 

99 
• 99 

loy 

log 


Difference: Highest and Lowest Month, £ 1 , 097 , 000 . 
Mefn of extreme Variations for 1885-94, 9 /. 


Specie Held. 

1886-94. 

Proportion 
oi Specie r 
to Circula- ; 
tion, 

Average for the Ten 
Years, jS4.456,ooo. 

Average of 
Ten Years 
= 11,0 

4,500,000 

JOJ 

74 

4,200,000 

94 

74 

4,053,000 

91 


3,947,000 

8g 

bg 

4,599,000 

103 

72 

4,776,000 

joy 

74 

4,422,000 

99 

7^ 

4,365,000 

g8 

73 

4,431,000 

JOO 

73 

4,459,000 

JOO 

73 

4,823,000 

J08 

74 

4,892,000 

JJO 

73 


101 

101 

100 

96 

99 

101 

99 

100 
100 
100 
101 

100 


l^merence ; ' 

Mean of extreme Variations for 1885-94, io'5 /, 


Month. 


Note Circulation. 
1895 1900 . 


• Specie Held. 
1896 - 1900 . 


I 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 


r »v.A tNv 1 Average of Average for the .Six 
Average for the ' six Years Years, ;£5, 981, 000. 

: lOO. I 

/; 

5 . 755.000 

5.533.000 , 

5.419.000 

5 , 403 , 00(4 

6.069.000 

5.901.000 

, 6,033,^ 

^156,000- 
^707,000 

6.438.000 


Years, £7,47i.«»- 

7,054,Cj6»> 

6.810.000 
0,834,000 

,054.000 • 

7.604.000 

7.970.000 

7 -iJi 3 ,ooo 

7.451.000 

7.513.000 
7,098,000^ 

8.190.000 

7.890.000 


Difference : Highi 
,|Mean of extremi 




94 

9^ 

94 

J02 

id^ 

JOl 

900 

lOJ 

JOS 

410 

job 


, and Lowest Month, /;i, 380, 000. 
'i^P.rfitions for 1895-1900, 9*57. 


• 96 

93 . 

go 

90 

JOO 

•joy 

JOJ 

• 99 

JOJ 


Proportion 
of Specie \ 
to Circula- 
tion, 8o7u 

(Vverage of 
Six Ycar«, 
BoV*® *00- 

* 77 

96 

8 j 

101 • 

79 • 

99 

7% 

1 96 

• 79 

99 

80 ' 

100 

80 

100 

80 

100 

80 

10(^ 

8o» 

100 

* 82 

103 

82 

ips 


Difference : Hfghest and Lowest Month, j£x,3<^,ooo. 
Mean of extreme Variations 1895-1900, « /« 



SCOTCp AND IRISH NOTE CIRCULATION^ [^1* 3UI 


lao 


TABLE 15 {continued). * 

Monthly Arf rages of Note Circulation and of Gold and Silver Com hdd to Sootod 
1845-1900, in groups of Ten Years, i 845 ~S 4 , 1855-64, 1865-74, 1875^ i 8 ^-p 4 . 
and of Six Years, 1895-1900, with Summary Table, 1845-1900. (The returns 
of the specie held commence to 1846^* ^ ^ 


Month. 


Note Circulation 
1846 - 1900 .' 


A vcrage fof the Fifty- 
six Years, jCs, 164,000. 

1 


January 

February 

March 

April 

May 

June * 

July . 

August 

Septembjr 

October 

November 

Pecember 


£. 

5.087.000 

4.852.000 

4.754.000 

4.826.000 
^,223,000 

5.520.000 

5.173.000 

5.059.000 

5.072.000 

5.222.000 
5.593*000 

5.590.000 



Si’ECiE Held. 

184 &- 1900 . 


jVverage for the Fifty- 
ve Years, .^3, 362,000. 


I 

3.360.000 

3.230.000 

3.149.000 

3 .111.000 

3.368.000 

3!572 .ooo 

3.344.000 

3.244.000 

3.259.000 

3»353»ooo 

3.676.000 

3.679.000 


Average of 
Fifty-five 
Years = 100. 


1 Proportion] 
of Specie 
jto Circula 
tion, 65”/. 


100 

gb 

94 

93 

100 

106 

99 
gb 

97 

100 
jog 
110 


66 

^7 

65 

(>5 

64 

64 

64 

66 
66 


Average of 
Fifty-five 
Years, 
65 ‘’/.= ioo. 


102 

108 

102 

100 

100 

100 

100 

98 

98 

98 

102 

102 


Difference: Highest .and Lowest Month, ;C839,ooo. 
Mean of extreme Variations for 1845-1900, S's^L 


Difference : Highest and Lowest Month, ^568,000. 
Mean of extreme Variations for 184O-1900, 8 ’s 7 o 


Fixed Issue, Banks in Scotland, 1845-54 

Fixed Issue, Banks in Scotland, 1855 

Deduct Western Bank of Scotland, 28th August, 1858 


Fixed Issue, Banks in Scotland, 1858-78 
Deduct City of Glasgow Bank, 2nd October, 1878 ^ 


Fixed Issue, Banks in Scotland, 1878-1900 


£ 

3,087,209 

'£ 

3,087,209 

337,938 


2,749,271 

£ 

2,749,27* 

72,921 

2,676,350 

£ 

2,676,350 



ca. »,3 MONTHLY AVERAGES. NOTES, 

TABLE lA • . , , j 

sSiy (Theretunii 

1846.) 


Month. 


January 

February 

March 

Ai-a 

May 

June 

J^ly 

August 

September 

October 

November 

December 


Note Circolai’xon. 

1846 - 64 . 

Average for the Ten 
Years, ;es,483,ooo. 

• 

Average of 
Ten Years 
= 100. 

£ 

5,8o3,cx)0 

job 

5.789.000 

job 

5,665,000 

JO3 

5,630,000 

102 

5. ^20,000 

JOJ 

' 5.235.000 

95 

5,041,000 

92 

4,931,000 

90 

4,946,000 

90 

5,423,000 


5,930,000 

J08 

5,885,000 

J07 


Difference : Highest anu JLowesi ivjomu, ^.yyy 
Mean of extreme Variations for 1845-54, 9 "A 


J 


Specie Held. 

1846 -M. 


Averse for the Nine 
Year§ j£t| 659 *‘*oo| 


Proportipn 
- of Sp 


jpecic 
Average of to Cifcula- 
e Years \ tion, 30 /, 
= 100. 


Average of • 
Nine Years, 
3o'jb="ieo. 


£ 

,756,000 

-, 773,000 

1.766.000 

1.703.000 

1.648.000 

1.704.000 

1.591.000 

1.563.000 
1^11,000* 

1.561.000 

1.649.000 

1.692.000 


job 

107 

106 

102 

99 

102 

9b 

94 

9^ 

94 

99 

J02 


3 i 

30 

3r 

30 

30 

3^ 

30 

X 

27 

28 


no 

100 

103 

100 

100 

107 
103 
103 
cJlOO 
93 
• 90 
• 93 


Difference ; Highest and Lowest Month, ^a6a,ooo. 
Mean of extreme Variations for 1846-54, 0 /. 

_o.- Tccno HanVs in Ireland, ;66»354»494' 


Month. 


Note Circulation. 
1855 - 64 . 


Average for the Ten 
Years, ;(;6, 387,000. 


Average of 
Ten Years 
= 100. 


£ 

6.518.000 

6.547.000 

6.430.000 

6.369.000 

6.388.000 

6.093.000 

5.820.000 

5.690.000 

5.836.000 

6.495.000 

6.695.000 

6.569.000 


[anuary 
February 
March 
f^pril 
May 
|une 
luly 
August 
September 
Oc,.ober 
November 
December 

Difference : Highest and Lowest Month, ,005,0 
Mean of extreme Variations from 1855-64. 8 7 , 


104 

104 

J02 

101 

102 

97 

92 
go 

93 

103 
^/o6 

104 


Specie Held. 

1866 - 64 . 

Proportion 
of Specie r 
0 Circula- J 
tion, 36 7* 

Average for the Ten 
Years, ;f;*, 245 ,«»- 

Average of 
Ten Years 
= 100. 

£ 

2 , 374.000 

JO4 


2 , 359.000 

JO5 


2,304,000 

JO3 

3^ 

2,236,000 

99 

35 

2,203,000 

g8 


2,189,000 

97 

3^ 

2,138,000 

95 

37 

2,109,000 

94 


2,095,000 

93 

3^ 

2,215,000 

99 

34 

2,324,000 

J04 

35 

2 , 397,000 

107 

37 


100 

100 

100 

97 

97 

100 

103 

103 

100 

94 

97 

103 


Uitlerencc; riigucsi ....... . — , 

Mean of extreme Variations for 1855-64, 7 U 


Note Circulation. 

1865 - 74 . • 


Month. 


[anuary 
February 
March 
April . 

May . 

J une . 
uly . 
August 
September . 
October 
November 
December 


, , 1 Average of 

Average for the Icn Years 

Years, ;C6,6i6,638. 


Difference : 
Mean of 


— H- 

e: Highelam 
extreme wnaj 


6,756,000^ 

6.699.000 
6 598,000 

6.085.000 

' ff,68^,ooo 

6.356.000 

6.149.000 

•^,* 49^000 

6.113.000 

6.773.000 

7.361.000 

7.158.000 


.Specie Held. 
• 1866 - 74 . 


lOI 

ion 

JO/ 

JOT 

9^ 

93 

^2 

J02 

jjj 

fo8 


Average for the Ten 
Years, ;£a,58»,ooo. 

£ 

2.706.000 

2.634.000 

2.570.000 • 

2.531.000 

2 .632.000 

2 , 476 , 0 <jp • 

2.415.000 

2 . 393.000 

2.391.000 

•*. 5 * 3 .“» . 

2.4.1.000 
2,909,000 


Highe 4 and Lowest Month, 
ma^ ns fr r 1865-74, 


; 5 i.'? 94 .<i 

9'S% 


Average of 
Ten Years 
= 100. • 


JOS 

102 

JOO 

. 9S 

•95 

94 

.^3 

93 

JOO 
J 90 . 


Proportion] 
of Specie 
to Circula- 
tion = 39 % 


jl" 


• 40 
39 

39 
39 

39 

3% 

38 ^ 

W 

40 


Average of 
Ten Years, 
397 ,*= 100. 


103 
100 . 
100 
97 
97 
100 
100 
100 
100,^ 
97 * 
100 
103 


Difference : highest and Lowest Month, ^5^18,000. 
Mean of extreme Variations for 1865-74, «o 7 . 


SCOTCH AND IRISH* NOTE CIRCULATION' {ctt. 


TABLE i6 {coHtmued), 

MoatUy Avenges of Note Circiilatioii and of Gold and Slim Coin hel<f In Ireland, 
G""P» Ten 1845-54, »®S5^ ^ 5 - 74 f 1875-84, 1885-% 
and of Sue Years, i895>-X900, with Summary Taole, 184^1900. ^ 



Note Circulation. 

1875 ^. 

Specie Held. 

^ ISTU-M. 

Proportion 

Average of 

r 

Month. 

Average for the Ten 
/ears, ;£6, 864,000. 

Average of 
Ten Years 
p =too. 

1 

1 Average for the Ten 
f- Years, £»,994,ooo. 

Average of 
Ten years 
= 100. 

of Specie 
to Circula* 
tionB 447 u 

Ten ykrs, 
447 J»xoo. 


jC 


^ jC 

t 



January 

^ 7 . 053 >?»o 

J03 

^ 3,148,000 


45 

102 

February . 

6,914,000 

101 

3,046,000 

102 

44 

100 

March 

6,7^1,000 

g8 

2,984,000 

100 

44 

100 

April. . 

6,847,000 

100 

2,939.000 

98 

43 

08 

May . 

6,948,000 

lOI 

2,942,000 

98 

42 

96 ' 

June . 

6,725,000 

98 

2,880,000 

96 


98 

July . 

6,363,000 

93 

2,774,000 

93 

% 

100 

August 

^ 6,252,000 

9 ^ 

2,758,000 

92 

44 

100 

September . 

6^552,000 

95 

2,802,000 

94 

43 

98 

Octobef 

^ 7,305.000 

106 

3,119,000 

104 

43 

98 

November . 

7,592,000 

no 

3,270,000 

109 

43 

98 

December . 

7 , 349,000 

107 

3,265,000 

109 

\ 

1 102 


juinerence : nignestana i^owest iviontt],^i,34o,ooo. 
Mean of extreme Variations for 1875-64, 9*5% 


Mean of extreme Variations for 1875-84, 8*5“/, 


1 . Note Circulation. 

Specie Held. 1 

1885 - 94 . 


1886 - 94 . 


Average for the Ten 
Years, ;{I6, 358,000. 

Average of 
Ten Years 
=100. 

Average for the Ten 
Years, ;Cjf089,ooo. 

Average of 
Ten Years 
= 100. 

i 


£ 


6,454,000 

103 

3,156,000 

102 

6,276,000 

too 

3,059,000 

499 

6,147,000 

98 

3,043,000 

98 

6.317.000 

6.369.000 

101 

3,031,000 

98 

102 

3,041,000 

98 

6.025.000 

5.892.000 

96 

2,974,000 

96 

94 

2,927,000 

95 

5,865,000 

94 

2,965,000 

96 

5,877,000 

94 

3.041.000 

3.186.000 

98 

6,342,000 

toi 

103 

6,839,000 

109 

3,328,000 

108 

6,6gi,ooo 

toy 

3,320,006 

108 




January 
February 
March 
April . 
May . 
June r 
July . 
August 
Septeml)er 
October 
November 
December 


Difference : Highest and Lowest Month, ^£974, 000. 
Mean of extreme Variations for 1885-94, 


Difference : Highest and Lowest Month, ;£40i,ooo. 
Mean of extreme Variations for 1885-94, 6'5 Z 


Note Circulation. 

189M900. 


January 
February 
March 
April . 
May . 
June . 
July . 
August 
September 
October 
November 
December 


Average for the Six 
Years, ;£6,383,ooo. 

6.243.000 
C, 194,00c 

6.190.000 

6 , 4 ^ 2,000 

6.576.000 
,6,208,000 
5,984,00? 

5 . 995.000 

6,181,000, 

6.907.000 

7.041.000 

6,6<a,c^ 


Specie Held. 

1895-1900. 


Average of 
Six Years 
= 100. 


Average for the Six 
Years, yi3»»47.«>o* 


Ayawof 

e Six Years. 

Average of to Circula- 7 * 

Six Years t ion, 49*/, '* 

= 100. 


3,i29,ojo 

99 

50 

102 

3,115,000, 

V 99 

50 

102 

3,100,000 

99 

50 

102 

3,062,000 

97 

48 

98 

3,135.000 

too 


98 

3,087,000 

98 

fo 

102 

2,998fc‘X)0 

95 

50 

102 

3,001,000 

95 ^ 

. 50 

102 

3> 148,090 

10^^ 


104 

3,311,000 

405 

48 

98 

* 3,420,000 

109 

49 

100 

3 . 2 S 3 . 0 W 

^ 10^ 

49 

100 


Difference : Highest and LowesfMonth, ^1,057,000. 
^ean of extreme Variations for 1895-1900^ 8 % 


Difference ; i^ighest and Lowest Motlfe, ;C4M*ooe. 
Mean of extreme Variations for s895«l9oo, 7 % 





CH. xn] MONTHLY AVERAGES. NOTES, SPECI?, 

TABLE i6 {continued), • 

MoatUy Av;r^^of 


lOwrSrG^OTprof'TM r84S-S4. i«S5-<}4. 

0?^x Years/ 1895-1900, with Snmmary Table, 1845-1900. 


Month. 


January 
February 
fflSffch 
April . 

May . 

June . 

July . 
August 
September . 
October 
November 
December 


1 Note Circulation. 

1 lB«ii- 1900 . 

Average for the Fifty- 

Average of 
Fifty-six jj 

six Years, £0|3»3.ooo. 

Years =100. 

£ 


6,468,000 

102 

6,416,000 

102 

6,306,000 

100 

6 , 377.000 

101 

• 6,405,000 

101 

6,096,000 

97 

5,876,000 

93 

5,798,000 

92 

5,881,000 

93 

6,508,000 

103 

6,901,000 

log 

6,721,000 

loy 


i' 


Avera 


I Average of 

_! Fifty-five 


for the Fif|y- 


fiveYffrs, £i,SQ9,ooo. 


\ £ 

2,699,(X)0 

2.648.000 

2.609.000 

2.565.000 

2.560.000 

2.528.000 

2.452.000 
2^2,000 • 

2.469.000 

2.635.000 

2.782.000 

2.794.000 


Difference : Highest and Lovpest Month. £1,103,000. 
Mean of extreme Variations for 1845-1900, 8'$ 7 . 



Difference: Highest and Lowest Month, £ 352 , 000 . 
Mean of extreme Variations for 1846-iQpo, 7 7 . 


Fixed Issue, Banks in Ireland, 1845-1900 


. ;^6, 354.494 
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SCOTCH AND IRISH NOTE CIRCULATION [ch. xii 


TABLE 17- 


Monthly Avenges of Rate of Discount^- 

* groups of Ten^Years, i845-S4» 1855 -^ 
figures. (The returns of the specie 

• ( 


ft the of England, and of Note Circula- 
C865-74, i875-84» I88S-P4, and of Six XW 
icld both in Scotland and Ireland commence 

, 184 s- 


BANK OF England. 


Rate of Discount, 1843-54- 


Month. 


Average 
for the 
Ten Years, 
£3 5«f- 


Av. of 
Ten 
Years 


January, . 
February . 
March • 
April . ^ . 
May . 
September . 
August 
J\ily . 

June . 
October 
December . 
November . 


3 10 
3 10 
3 15 


g8 

99 

99 

99 

99 

JOO 

104 

104 

JIO 


Difference : Highest and Lowest 
Month, 9^. id. 

Mean of extreme Variations for 
*845-541 7*/. 


SCOTLAND. 


Note Circulation, 1845-54- 


Month. 


Ma/ch 
April. 
February . 
August 
September. 
May . 

July . . 

January . 
October . 
June . 
Novemlier . 
December . 


Average 
for the 
Ten Years, 
/;3, 4*6, 000. 


Av. of| 
Ten 
Years 


£ 

3. 163.000 

3.187.000 

3.252.000 

3.359.000 

3.364.000 

3.396.000 

3.401.000 

3.426.000 

3.497.000 

3.633.000 

3.710.000 

3.722.000 


Specie Help, 1846-54. 


92 

93 
95 
gS 

98 

99 
99 

JOO 

102 

106 

108 

log 


Difference : Highest and Lowest 
Month, ;£5S9 .ooo- 
Mean of extreme Vaiiations for 

1845-54, S’sVo 


September 
August 
October 
April 
July . 

May . 

March 

June . 

January 

February 

November 

December . 


Average 
for the 
Nine Years, 
Xi, 099, 000. 


£ 

1.014.000 
1,031(000 

1.055.000 

1.063.000 

1.070.000 

1.100.000 

1.113.000 
i,n8,ooo 

1.121.000 

1.122.000 

1.174.000 

1.212.000 




Year* 
= 100. 


ga 

g6 

97 

97 

JOO 

lOJ 

102 

102 

102 

JO7 

I/O 


Difference: Highest and Lowest 
Month, £198,000. 

Meau of extreme Variations for 
1846-54, 97 . 


*855- 


A 


BANK OF ENGLAND. 

Rate of Discount, 1855 - 64 . 


Average 

Av. of 

Month. 

for the 

Ten 

Ten Years, 

Years 


£4 las. 9 rf. 

= 100 . 

August 

£ s. d. 

432 

go 

July . . 

4 4 5 

9^ 

September . 

446 

9^ 

June . 

496 


April . 

4112 

98 

October . 

4 *2 4' 

99 

March 

4 12 5 

JOO 

January . 

4 15 8 

10 ^ 

May . 

4 15 8 

lOJ^ 

February 

4 16 5 

104 

December . 

5 3 3 

III 

November . 

♦3 4 9 

, 

Difference : Highest and Lowest 

Month, £t IS. jd. 


Mean of extreme Variations for 

x8sS*64, XX V/. 


II 


SCOTLAND. 


Note Circulation, 1855-64. 1 

Specie Held, 1855-64. 

Month. 

Average 
for the 

Ten Ye;irs, 
£4,137,000. 

Av. of 
Ten 
Years 

j =XOO. 

Month. 

Average 
for the 

Ten Years, 

1 £2, *33.000. 

Av. of 
Ten 
Years 

esJOO. 

April 

March ^ 

February . 
August 
September. 1 
May . . 1 

July . 
January . 
October . 
June . 
November. 
December . 

£ 

3.814.000 

3.851.000 

3.985.000 

4.011.000 

4.042.000 

4.048.000 

4.084.000 

4.191.000 

4.242.000 
4 » 393 iOOO 

4.470.000 

4.518.000 

— 

September. 
August 
March 
October . 
July . . 

April. 
February . 
Mav . 
January . 
June . 
November . 
Decembjr . ♦ 

£ 

2.099.000 

2.144.000 

2.180.000 

2.181.000 

2.195.000 

2.197.000 

2.236.000 

2.242.000 ‘ 

2.282.000 

2.299.000 

2.342.000 
2*594,000 

h 

% 

JOO 

r JOO 

J 02 

JOS 

JOS 

107 

Difference: Highest and Lowest 
' Month, £704,000. ^ 

Mean of extreme Variations for 
x8s5-64t8'57. 

Difference : ^ighest and Lowest 
Month, £19^1^ 

Mean of extreme Variations for 

*855-64, 6.57. 





CH. XII] MONTHLY AVERAGES, BANK 


table 17 {continued), 

with^thc year 1846.) j • • ^ 

«8S4- i • 




IRtlLA^D. 


Note Circulation, i84S-S4- 


Month. 


Average for the 
Ten Years, 
;£S, 483 . 000 - 


Average of 
Ten Years 


Specie Help. 1846-54. 


Month. 


August 
September 
July . • 
June . 
October 
May . 
April . 
March 
February 
January 
December 
November 


£ 

4.931.000 

4.946.000 

5.041.000 

5 » 235 iOoo 

5.423.000 

5.520.000 

5.630.000 

5.665.000 

5.789.000 

5.803.000 
‘5,885,000 

5.930.000 


90 

90 

92 

95 

99 

101 

102 

103 
106 

106 

107 

108 


Difference : Highest and Lowest Month, 
Mean of extreme Variations for 1845-5 1 97 , 


September 
October • 
August 
July . 
May . 
November 
December 
April . 
June . 
January 
March 
February 


Average for the 
Nine Years, 
;ei,659,ooo. 


Average of 
Nine Years 


£ 

i,5Pi,C)00 

1.561.000 

i, 563 ,(«)o 

1.591.000 

1.648.000 

1.649.000 

1.692.000 

1.703.000 

1.704.000 
1,756,060 

1.766.000 

1.773.000 


9^ 

. 94 

•» 96 
99 
99 
102 
102 ^ 
102 * 
106 
106 
, TO7 


Difference : Highest and Lowest Month, ^ 86 t,ooo. 
Mean of extreme Variations for 1846-54. 87 o 


1864. 


IREL/ 

IND. 

Note CiKC 

Month. 

ULATION^ 1855-6^ 

Average for the | 
Ten Years, 1 

;£ 6 , 387 ,ooo. 

Average of 
Ten Years 

=iIOO. 

Month. 

Average for the 
Ten Years, 

;Ca, 345 ,ooo. 

Average of 
Ten Years 

KXOO. 

August 

July . . ■ 

September , 

June . 

April . 

May . 

March 

1 October . 

1 January 

February . 
December . 
November^, 

~£ ’ 

5.690.000 

5.820.000 

5.836.000. 

6.093.000 

6.369.000 • 

6.388.000 
6,430,009 

6.495.000 , 

6.118.000, 

6.547.000 

6.569.000 

6.695.000 

90 

92 

93 

97 

101 

102 

102 

» 

104 

J04 

104 

loO 

September . 

August 

J.ly . . . 

June . 

May . 

October 

April . 

March 

November . 
January . * • 

February • . 

December . 

• 

£ 

2.095.000 

2.109.000 

2.138.000 

2.189.000 

2.203.000 

2.215.000 
^,236,000 

2.304.000 

2, 3'* 4,000 

2 . 374.000 

359,000 , 

2.397.000 

93 

9^ 

95 

98 

99 

99 

J03 

104 

105 

107 

Difference ; Hi^^t 

1 Mean of extreme Vt 

1 

• 

and Lowest Month, ;Ci,oo5.ooo. 
i^iSions for i^ 53 “ 6 V ” 

fliffer^nce ; Highest and Lowest Month, £30».ooo. 
Mean of extrcAe^Rrialions for 1855-64, 77 . 

11 
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I of ^te of 


TABLE 17 [contintud). 


Mofltiily ATorages of I&te of Oiscoimt At the Bank of England, and of Note Circular 
groups of TAi Years, z845>54, 18, 1865-74, 1875-84, i885>i71* <uid Six 

lyg^ figures. 

I • *8«5- 


BANK OF ENGLAIJd. 

— 



SCOTLAND. 



Rate of Discount, ^65-74. 

1 Note Circulation, 1865-74, 

( Specie Held, 1865-74. 

Month. 

Average 
for the 
Ten Years, 
i6r. \d. 

Av.of 

Ten 

Years 

=S100. 

Month. 

Average 
for the 
Ten Years, 
;C 4 . 963 .ooo. 

Av. ol 
Ten 
Years 
= ioo. 

Month. 

Average 
for the 
Ten Years, 
4 C 3 » 075 ,o«>' 

Aiui 7 

Ten 

Years 

>=100. 

September . 
March ^ . 

d. 

322 


Majch 

jC 

4,593,000 

92 

April. 

£ 

2,917,000 

9 S 

^10 I 

92 

February .• 

4,687,000 

94 

March 

2,92:^000 

9 S 

^ril., . 

3 ” n 

94 

April 

4,687,000 

94 

September. 

2,940,000 

96 

February . 

3 12 9 

96 

September. 

4.842,000 

98 

August 

2,950,000 

96 

July . • . 

3 13 10 

97 

August 

4,845,000 

98 

February . 

2,992,000 

97 

August 

3 13 ” 

97 

January . 

4,883,000 

98 

January . 

3,044,000 

99 

January 

3 17 8 

JOJ 

July . . 

4,940,000 

99 

July . . 

3,044,000 

99 

December . 

3 19 I 

104 

October . 

5,043,000 

J02 

October . 

J, 047, 00c 

99 

June . 

3 19 8 , 


May . . j 

1 5,098,000 i 

los 

May . . j 

3,108,000 

lot 

October . 

3 19 II 


June . . 1 5,243,000 

J06 

June . . 1 

3,210,000 1 

104 

May . ^ . 

4 3 S 

no j 

November. 

284. 000 

J07 

1 November, 

3 , 3 oo ,(>‘50 

J07 

November . 

4 8 8 


December. 1 

5,407,000 j 

109 1 

December . | 

3,428,000 / 

III 

Difference : Highest and Lowest 
Month, £1 6s. 6d. 

Mean of extreme Variations for 

Difference : Highest and Lowest 

Difference ; Highest and Lowest 

Month, ;£8 i4,ooo. 

Mean of extreme Variations for 

Month, /^5ii,ooo. 

Meari, of extreme Variations for 

i 86 s- 74 > i 7 'S L 


II 

1865-74, 8*s7. 


1 

1865-74, 87, 




i87S- 


BANK OF ENGLAND. 1 



SCOTLAND. 

— ♦- 


Rate of Discount, 1875-84. | 

[j Note Circulation, 1875-84, 

j Specie Held, 1875-84. 

Month. 

i 

Average 
for the 
Ten Years, 
C3 3^- ^^d. 

Av.of 

Ten 

Years 

I =100. 

Month. 

Average 
for the 
Ten Years, 
/Is, 806,000. 

j Av. of 
1 Ten 
Years 
=-100. 

Month. 

Average 
for the 
Ten Years, 
;C 4 .*So,a»- 

Av. of 
Ten 
Years 
= 100 

July . . 

June . 

April . 

August 

May . 
September , 
March 
February . 
October . 
December . 
January ." 
November . 

£ s. d. 

2 14 6 

2 IS 2 

2 15 8 

2 15 9 

2 16 3 

3 I 3 ‘ 

3 I 7 

3 II 

3 lb 10 

3 15 10 

3 *7 i 
c 3 18 2 

A 

85 

86 
87 

87 

88 

96 

103 

III, 

119 

121 

J22 

•1 

March 

April 

Feliruary . 
August 
September. 
May . 

July . . 

January . 
October . 
December . 
November , 
June . 

5.342.000 
5 . 37 i |000 

5.456.000 

5.622.000 

5.671.000 ! 

5.746.000 1 

5.766.000 
5,769,000 ' 

5.860.000 

6.253.000 

6.411.000 

6.414.000 

92 

92 

94 

,97 

98 
90 

99 
' 99 

It,/ 

108 

no 

III 

April 

March 
August 
September. 
May . 
February . 
Octolxir , 
July . . 

January . 
June , 
December . 
November . « 

£ 

3.852.000 

3.912.000 

3.915.000 

3.923.000 

3.998.000 

4.008.000 
4,lll,uuO 

; 4,127,000 

4.191.000 

4.529.000 

4.566.000 
4-, 67 1,000 

93 

94 
94 

1 

\ 97 
99 
\ 99 

lOJ 

109 

1 10 

srs 

X 

Difference ; Highest and Lowest 
Month, £\ 3.T. id, , 

Mean of extreme Variations (di 
xiXrSi, 18’S*/, 

Differcncc* Highest and Lowe.st 
• Month, /11,07a, 000. 

Mean of extreme VariatiotA for 
» 875 “ 84 ,^ 9 ‘ 5 V. 

j Difference: ^Highest and Lowest 

Month, 

. Mean of extreme Variations for 

1 *875-84, io 7 . 
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TABLE 17 {(ominuid 


1874. 


a 


i 


IRELAND. 


11 -^ Note diRC 

Month. 

:ULATioN, i 865 - 74 ' 

Average for the 
Ten Years, 
;S6,6 i7,ooo. 

Average of 
Ten Years 
= 100. 

Specie 

• 

Month. 

iBLi?, 1865-74. 

Average for the 
Ten Years, 

;62, 589,000. 

Average of 
Ten Years 
= * 00 . 

August 

September . 

July . • . . 

June . 

March 

May . 

April. 

February . 
January 

October 

December . 
Novem!)er . 

1 

6.067.000 

6.113.000 

6.149.000 

6.356.000 

6.598.000 

6.683.000 

6.685.000 

6.699.000 

6.756.000 

6.773.000 

7.158.000 

7.361.000 

92 

92 

g6 

100 

101 

lOI 

101 

102 

102 

108 

III 

September . 

August • . 

July . . . 

June . 

April . 

May . 

March 

October 

February . 
January 

November . 
December . 

2,3^,000 
2 , 393 »«^ 
2,41 5, (*)0 

2.476.000 

2.531.000 

2.532.000 

2.570.000 

2.583.000 
2,634,090 

2.706.000 

2.841.000 

2.909.000 

93 
^ 93 

94 

m g8 

98 

too 

100 e 
102 

105 

no 

• 113 

Difference : Highest and Lowest Month, ^1,394,000. 
Mean of extreme Variations for 1865-74, y’ 5 % 

Difference: Highest and Lowest Month, ^518,000. 
Mean of extreme Variations for 1865-74, loX 


a 004 * — — — 

j ' IRELAND. 

11 Note Ciuculation, 1875-84. 1 . 

Specie Held, x 875 -o 4 « 

Average of 
Ten Years 
= xoo. 

1 Month. 

Average for the 
Ten Years, \ 

;^6, 864,000. 

Average of 
Ten Years 
= 100. 

Month. 

Average for the 
Tun Years, 

/;2, 994, 000. 

August 

July . . . 

September . 

June . 

March 

April . 

February . 

May . 

January 

October 

December , 

November . . 

• • 

£ 

6.252.000 

6.363.000 

6.552.000 , 

6.725.000 

6.758.000 • 

6.847.000 
6,914,00c? 
6,948 ,ckx) 

7 . 053.000 , 

7.305.000 

7 . 349 .of^ 

7.592.000 

9 ^ 

93 

95 

98 

98 

too 

lOJ 

J lOI 

J03 

106 

J07 

no 

August 

July . 

September . 

June . 

April . 

May . 

March 

February . 
October . ^ .1 

January 

December .* 
Novemby . 

• .A 

£ 

2.758.000 

2.774.000 

2.802.000 

2.880.000 

2.939.000 
^,942,000 

2.984.000 

3.046.000 

3,K,',J00 

3.148.000 

3.265.000 • 

3.270.000 


11 ; 

Difference : Higfeftt and Lowest Month, 

Mean of extreme Vanafions for i|75- 84^ 9*5% 

• 0 

ififfcrence : Highest and Lowest Month, ^sia.ooo. 
Mean of extreme Variations for 1875-84, 8'5 % 

^0 
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^ TABLE 17 {continued). 

figru-es. ' I ,885- 


bank of England. 


Rate or Discount, 1885-94- 


SCOTLAND. 


Month. 


July . 

June . 
April.* 
May . 
August 
March 
September . 
FeWuary 
October 
November . 
Decemlyir 
January 


Average 
for the 
Ten Years, 
£i iJ- 

Av. of 
Ten 
Years 

1^X00. 

£ ' s: d. 


290 

yS 

2«I0 10 

81 

2 13 2 

84 

2 14 2 

86 

2 16 6 

89 

2 18 6 

93 

344 

J 03 

361 

JOS 

3 ' 10 I 

in 

3 16 9 

122 

3 17 4 

122 

4 1 I 

128 


Note Cikcwl^io^ 

IAv. of] 


Month. 


Average 
for the 
Ten Years, 
;£6, i 15, ooo . 


Ten 
Years 
= 100. 


Difference : Highest and Lowest 
Month, ix id. ... 

Mean of extreme Variations for 

X885-941 *5*/. 


£ 

5.576.000 

5.706.000 

5.734.000 

6.003.000 

6.031.000 

6.044.000 

6.074.000 

6.168.000 

6.431.000 

6.433.000 

6.515.000 

6 .668.000 


Specie Hel d, >885-94. 


March 
February . 
April . 
August 
September 
January 
October . 
July . . 

May . 

June . 
November . 
December . 


Difference : Highest and Lowest 

Month, ;Ci,o 92 ,ooo. 

Mean of extreme Variations for 

*885-94, 9*/. 


9 ^ 

93 

94 

99 

99 

99 

JOf 

JOS 

JOS 

Toy 

log 


Month. 


April. 

March 

February 

August 

1“'^ ■ V 

September 

October 

January 

May . 

June . 

November 

December 


Average 

I for the 
Ten Years, 

1E4,456.ooo. 

£ 

3,947,000 

4,053.000 

4 , 200,000 

4.365.000 

4,422,000 

4,431,000 

4,459.000 

4,500,000 

4.599.000 

4,776,000 

4,823,000 

4,892,000 


Years 

=:lOO. 


89 

9 J 

94 

98 

99 

TOO 

JOQ 

JOI 

103 

107 

joS 

no 


Difference: Highest and Lowest 
Month, ;£ 945 .o«>- 
Mean of extreme Variations lor 

1885-94, xo'slo 


189s- 


BANK OF ENGLAND. 

SCOTL 

AND. 

ba-tr or Discount, *895-1900- j 

KrvTH. Circulation, 1895-1900. j 

Month. 

Average 
for the 

Six Years, 
/;5,98i,ooo. 

Av. of 
Six 
Years 
a=XOO. 

Month. 

Average 
for the 

Six Yeans, 

j£ 7 , 47 *,ooo. 

Av. of 
Six 
Years 
5=100. 

Month. 

Average 
for the 

Six Years, 

£3 os- 4d- 

Av. of] 
Six 
Years 
= *00. 

June . 

July . 
August 

September . 
February . 
March 

May . 

April . 
January . 
October 
November . 
December . 

£ s. d. 

2 10 7 

2 10 10 

2 13 6 

1 2 15 5 

2 16 5 

2 16 8 

2 17 4 

2 -’ 5 - 8 

365 

.392 

3 13 4 
3 16 8 

84 

84 

89 

\ 9^ 
94 
94 

i 

no 

JJ5 

121 

i2y 

February . 
March 
January . 
April. 
August 
September . 

July . • 

May . 

1 October 
December . 
June . 
November . 

£ 

6.810.000 

6.834.000 

7.054.000 

7.054.000 

7.451.000 

7.513.000 

7.583.000 

7.604.000 

7.698.000 

7.890.000 

7.970.000 

8.190.000 

9J 

9^ 

04 

94 

100 

lor 

JOI 

103 

J^3 

106 

1 107 

1 no 

1 

April . 

March 
February . 
January • 
August 

May . 
September . 

^ 1.5 ; 

June . 
Decemlier . 
Novemb.;r 

£ 

5.403.000 

5.419.000 

5.533.000 

5 . 755.000 

5.901.000 

5.981.000 

6.033.000 

6,069, Ot)D 

6.156.000 

6.378.000 
6,438.0^0 
6-,707,ooc 

go 

go 

p6 

99 

JOO 

JOI 

lOJ 

los 

107 

108 
112 

Irtfference ; 
Month, £i 6s. 
Mean of ex 
♦“ Y%9sr*9oo. 2^' 

1 ■ • 

Highest and Lowest 
, id. 

treme Variations for 

sV. 

Difference -."Highest and Lowest 
'Month, jC*, 380, 000. _ 

Mean of extreme Variations for 

1 i 895 -* 900 , 9 ' 5 ’/» .. 

Difference: •Highest ana r-oww* 
Month, „ . . « 

Mean of extreme VanaUotis for 
1895-1900, ***/• 
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TABLE 17 (continued), 

tioii, and of GoW and Silver Coin held, in Scotland and »;? ireiano, 1045-191114 « 
1895-1900, with Sununaiy Table, i84S-i900,^aSTanged from tie smallest to the largest. 


i894< , 1 


1 

-1 

IRELAND. 

' » 


1 Note Circulation, 1885-1894. | 

Specie Held, ‘^1885-1894. 


' Month. 

» 

Average for the 
Ten Years, 
;£ 6 , 958 , 000 . 

Average of 
Ten Years 
= 100. 

a 

Month. 

Average for the 
Ten Years, 
^13,089,000. 

Average of 
Ten V^ears 
= 100. 

• 

August 

September . 

July . 

June . 

March 

February . 

April . 

October 

May . 

January 

December . 
November . 

£ 

5.865.000 

5.877.000 

5.892.000 

6.025.000 

6.147.000 

6.276.000 

6.317.000 

6.342.000 

6.369.000 

6.454.000 

6.691.000 

6.839.000 

94 

94 

94 

96 

98 

100 

101 

JOI 

102 
JO3 
lOJ 

IOC) 

July . . . 

August 

June . 

April . 

May . 

September . 

March 

February , 
January 

October 

December . 
November . 

4 • 

2.927.000 
2,965,0(y 

2.974.000 

3.031.000 

3.041.000 

3.041.000 

3.043.000 

3.059.000 

3.156.000 

3.186.000 

3.320.000 

3.328.000 

9* 

« g8 

g8 

99 

102 

108 

•108 

Difference: Highest 
Mean of extreme Va 

and Lowest Month, jCg74,ooo. 
riations for 1885-94, 7 ‘j7o 

Difference: Highest and Lowest Month, 

Mean of extreme Variations for 1885-94, 6 ' 5 */. 


1900. 


1 IRELAND. 

i Note Circulahon, 1895-1000. 1 

Specie Held, 1895-1900. 

Month. 

Average for the 
Six Years, 
;66,383 ,ooo. 

^Average of 
Six Years 
— roo. 

Month 

Average for the 
Six Years, 
^3,147,000. 

Average of 
Six Years 
= 100. 

July . 

1 August 
j September . 

1 March 

1 February . 

June . 

1 January 

1 April . 

May . 

December . 
October 

November . 

£ 

5.984.000 

5 . 995.000 

6.181.000 , 

6.190.000 
6,194 000 
6 ,2 o8,o(jo 

6.243.000 • 

6.442.000 
6,576^000 , 

6.640.000 

6.907.000 

7.041.000 

► p 

94 

94 

97 

97 
• 97 

97 

g 8 

^lOT 

103 

104 
ro8 
no 

July . 

August 

April . 

June . 

March 

February . 
January 

May . 

September. 

October 

December . * . 
November ^ 

• ■ 

£ 

2.998.000 

3.001.000 

3.062.000 

3.087.000 

3.100.000 

3, j 15,000 

3.129.000 

3 . * 35.000 

. 3,i4S,6erfc) 
3 . 3 **.ooo 

3.253.000 

3.420.000 , 

95 

95 

98 

99 

99 

99 

100 

too 

lOJ • 
• 104 
log 

Difference : Highes^ fnd Lowest Month, ;6i,os7,ooo. 
Mean of extreme ^ariati'^ for 1895-1900, * 

• • * *’ 

Difference : Highest and Lowest Month, 

Mean of extreme Vaifaiions for 1895-1900, 77, 
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TABLE 17 


1845 ^ 

(Sj.eci* held, 



July . 
August . 

lepterJber. 
April* 
March 
May . * • 
February . 
October . 
•January • 
December . 
November . 


£ J. 

3 4 6 

3 4 

3 « 7 
i 6 7 

3 6 10 

390 

3110 
3 11 3 
3 ^7 3 

3 19 J 
.4 1 10 

4 3 S 


89 

92 

92 

92 

gb 

99 

99 

108 

no 


SCOTLAND^ 


March 
April . 
February . 
August < 
September . 
January • 
July . 
October . 
May . 

June , 
December . 
November • 


Fifty- 

six I 

Month. 

Years 


sriOO 1 



SpKCia H atp, 1846 - 


£ 

4.754.000 

4.826.000 

4.852.000 

5.059.000 

5.072.000 1 

5.087.000 I 
5,i73.tx)0 ! 

5.222.000 , 

5.223.000 I 

5.520.000 
5> 590.000 

5.593.000 


92 

93 

94 

V'.v 

98 

99 

100 

101 
101 
107 
log 
tog 


April . 
March 
Tebruary 
Au 'ust 
Sejtiember 
lulv . 

Oct >er 
|anii.*fy 
M:i> . 

June . 

November 

December 


Average for 
the Flfty*five 
Fears, 

^3, 363,000. 

'~£ 

> 3,111,000 

3.149.000 

3.230.000 

3.244.000 

3,2^.000 

3.344.000 

3 353,000 

3.360.000 

3.368.000 

3.572.000 

3.676.000 

3.679.000 


fAv.of 

Fifty. 

five 

Fears 


go 

gb 

97 

99 

too 

too 

too 

10b 

log 

no 


Difference: Highest and Lowc.st 
tiootb, 19X. 

Mean of extreme Variations for 
:845 -i 9«», *3*57, 


. Highes. -d to«s, I 

1845-1900, 8’5 /, 
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TABLE 17 {toniinued). 


190a 

1846-1900.) 


IRELAND. 


\ Specie Held^ 1846-1908, 


Month. • 

AveraJ^e for the 
Fifty-five Years, 

599 , 000 . 

Average of 
Pifty-five 
Years 

aoiOO. 

August 

£ 

2,442,000 

94 

July . 

2 , 452 , 90 « 

94 

SepteiTiber 

2,469,000 

,95 

June . 

2,528,00(4 

‘ 97 

May . 

2,560,000 

99 

April . 

2,565,000 


March 

2,609,000 

TOO 

October . 

2,635,000 

TOT 

February . 

2,648,000 

T02 

Tanuary 

2,699,000 

TO4 

November . 

2,782,000* 

TO7 

December . 

2 , 794,000 

to8 


Note Circolation, 1845-1900. 


Month. 




August 

i"'’' ’u 
September 

June . 
March ' 
April . 

May . 

February 

January 

Octol>er 

December 

November 


Average for the 
Fifty-six Years, 
;C6,3t3iO«>- 


I 

5.798.000 

5.876.000 

5.881.000 

6.096.000 

6.306.000 

6 . 377.000 

6.405.000 

6.416.000 

6.468.000 

6.508.000 

6.721.000 

6.901.000 


Average of 
Fifty-six 
Years 

BIOO. 


g2 

93 

93 

97 

100 

TOT 

TOT 

T02 

T02 

TO3 

TO7 

Tog 


Difference: Highest and Lowest Month, ;Ci, 103, 000. 
Mean of extrevse Variations for 1845-1900, B’sV, 


Difference: Highest and Lowest Month, j£35a,ooo. 
Mean of extreun Variations for 1846-1900, 77 . 




CHAPTER XIII 


i 

RETUI^NS OF THE LONDON BANKERS’ CLEARING HOUSE 


rjiutf 

The returns of the London Bankers’ Clear- 
ing Houpe a soupce of information as * 
to business activity in the country . 132 
Table 18. Monthly Averages of London 
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The returns of the London Bankers’ Clearing House provide 
one of the best sources of information we possess as to 
the activity of business in this country, and to those ^periods 
of the year when that activity is greatest. Much may be learned 
from the monthly returns of exports antJ imports published 
by the Board of Trade, but the Clearing House returns bring 
the main points as to activity of business together in the most 
distinct form available. ^ 

In order to show these points clearly these returns have 
been tabulated, and as far as possible formed into groups of* 
years corresponding to those into which the other tables in 
this volume are arranged (Table i8). In the case of the 
Clearing House returns, however, there was this difficulty : 
while the other tables are carried back to 1844 and 1845, the 
Clearing House returns have only been published continuously 
onwards from 1868. To make the figures correspond as far as 
possibler'i-he fipst, seven years, 1868-74, w\ere brought into one 
^ group. This enabled the remaining years to be divided in the 
same manner as, the' corresponding periods have .been in the 
other tables. ' ' / ' . 

The averaj^ec shown are the monthjy avSfh^b of the turn- 
* over at the Clearing-House. ' Being thus^taken out in months, 
they are in the aggregate the twelfth part of the actual turnover. 
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TABLE 18. 


MonthliAverages of London Bankets’ Clearing House RetumS i868-i<W in ponps ol 
Seren Years, 1868-74; Ten Years, 1873-84: Ten Years, 1883-94; afld Si* Years, 
1893-1900; with Suimnary Table, 1868-1900. ^ 



1868 - 74 . i 

1876 - 64 . “ 1 

1885 - 94 . 

0 

1896 - 1900 . 


Month. 

^ • 

Average for the 
Seven Years, 
;£ 398 , 669 ,ooo. 

Av. of 
Seven 
Years 
= 100. 

Average for the 
Ten Years, 
^£464,863, 000. 

Av. of 
Ten 
Years 
= 100. 

Average for the 
Tun Years* 
£549.5*4,000. 

Av. of 
Ten 
Years 
— 100. 

Average for the 
Six Years, 
^1676, 890,000. 

Av. of 
Six 
Years 
= 100. 

ojaftuary . 
February . 
March 

April 

May . 

June . . ' 

July . 
August 
September. 
October . 
November . 
December . 

€ 

385.314.000 

354.609.000 

412.781.000 

417.886.000 

386.194.000 

375.597.000 

456.721.000 

387.185.000 

386.693.000 

408.231.000 

391.855.000 

420.971.000 

97 

89 

104 

los 

97 

94 

97 

97 

J02 

& 

1 

522.619.000 

451.494.000 

495.646.000 

457.057.000 

485.025.000 

454.716.000 

473.489.000 

450.427.000 

407.233.000 

484.328.000 

443.695.000 

452.644.000 

II 2 

gS 

JO4 

98 

102 

97 

88 

104 

96 

97 

L 

576.519.000 

549.991.000 

593.010.000 

531.620.000 

555 . 367*000 

524.401.000 

581.656.000 

534.846.000 

497.521.000 

568.144.000 

530.912.000 

550.183.000 

los 

100 

J08 

97 

lOI 

JOO 

97 

91 

103 

97 

JOO 

£ 

722.760.000 

645.989.000 
712,738,000^ 
623,8^1,000 

702.252.000 
65i,879,oocb 

718.389.000 

668.793.000 

608.945.000 

709.243.000 

687.504.000 

672.368.000 

loy 

9 S 

foj 

99 

90 . 
los 
102 

99 

» 

Difference : Highe.st and Lowest 
Month, ;Cioa, 112,000. 

Mean of extreme Variations for 
i 868-74» 137, 

Difference : Highest 
and l^owest Month, 
386,000. 

Mean of extreme 
Variations for 1875-84, 
12 % 

Difference: Highest 
and Lowest Month, 
£ 95 , 489 .oo«- 
Mean of extreme 
Variations for 1885-94, 
B-sVu 

Difference; Highest 
and Lowest Month, 
/;ii3,8i5,ooo. 

Mean of extreme 
Variations for 1895- 
1900, S’sV, 




Month. 


January . 
February 
March . 

April 

May 

June 

July . . 

August . 
September 
October . 
November 
December ^ . 


1868 - 1900 . 

Average for the 
Thirty-three Years, 
£ 5 * 4 . 99 *»ock>' 

Average of 
Thirty-three Years 
=■-100. 

£ 

106 

546,216,000 

495,728,000 

96 

547,044,000 

106 

501,657,000 

97 

524,872,000 

J02 

494,897, OOP 


547,234,000 

JOO 

502,296,000 

97 

466,837,000 

9 ^ 

534,521,000 

J04 

503.457.000 

98 

• 515,129,000 

10% c 

s 


Difference ; Highe -i and Lowest Month, /:8o,397,ooo. 
Jtfean of> extreme Variations for 1868-1900, t ’5 ”/. ^ 
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*34 ^ 

But the proportions ‘which they show of the fluctuati»ns result- 
ingc correspond.- That the basis is accifrate is shown ^ by 
comparing the averages in Table i8, p. I 3 ‘ 3 > with the actual 
averages of f:he ^riods giveA. The figures are as follows : — 

f LONDON CLEARING HOUSE. ' 


Monthly Averages. 


Annual Averages. 


1868-1874 . . ;^398,66|5,ooo=/oo 

1875-188^ . ^ 464,863,000=116 

1885-1894 . . S49,5H>ooo=ijS 

1895-1900 . . 676,890,000=770 


1868-1874 . ;^4, 8 1 5, 144,000= 700 

1875-1884 . . 5, 567,045,000 = 77 ^ 
1885-1894 . . 6,599,638,000=7^7 
1895-1900 . 8,144,458,000=7^9 


It will be observed from Table 18 that the mean of^tbt 


extreme variations of the turnover of the Clearing House has 
gradually •'diminished during the period tabulated. In this 
respelt what has occurred differs from the results shov^n by the 
varfations in the discount rate at the Bank of England, which, 
with the exception of the period 1895-1900, have continually 
increased in intensity during the corresponding time, as shown 
in Table 12, p. 97, and Table 36, pp. 192, 193 — having been in- 
creasing from 1845 onwards. 


Bank of England Rate of Discount. 


London Bankers’ Clearing House. 


Periods. 

Mean of the extreme 
Variations during 

Periodii. 

Mean of the extreme 
Variations during 

1845-54 

each period. 

7 

• 

each period. 

i 855~^4 

Ji’S 

1868-74 

% 

1865-74 

ns 

rs 

1875-84 

. . 7 . 9-5 

1875-84 

12 

1885-94 

^5 

1885-94 

8'S 

1895-1900 . 

21 .S 

1895-1900 . 


As it may 

be convenient to 

follow the progress 

of the turn* 

over of the London Clearing Housq, the total i 

returns from 

1868 to 1900 are given. 




LONDON BANKERS’ CLEARING HOUSE RETURNS, 1868-1900. ' 


Year. 

Totals for the 
Year. 

Proportion of 
amount in each 
year to |B68. 

1868 

1 

. 3,425,185,000 

1868=100. 

. 100 

1869 

31626,396,000 

106 

1870 

. 3,914,220,000 

114 

1871 

4,826,034,000 

. I4I 

1872 

.S, 916, 452.000 

.'*^;b 70 , 94 'j,c¥W 

172 

1873 

177 

1874 

. 5,936,772,000 ^ 

173 

187s 

«. 5.685.793.000 

, 166 

1876 

4,1963, 480, CMO 


1877 

. 5,042,383.000 


1878 

. 4,992,3^8,000 

. 146 

1879 

♦ 4 . 88 s, 937 F>oo 

• *53 

1880 

. 5.794.238,000 

169 

1881 

**. 6 , 357 , 059,000 

•. * 185 ’ 

1882 

. 6 , 221 J 206 ,CXJ 0 

iSi*- 


• 5,929,404,000 

173 . 

1884 

. 5,798,555.000 

. 169 

1 




ProportUn of 


Totals for the 

amount in each 

Year. 

Year. 

year to x868. 


ft 

1868=100. 

1885 

5.511.071,000 

. i6i 

1886 

5,901,925,000 

. 172 

1887^ 

6,077,097,000 

. 177 

1888 ‘ 

6,942,172,000 

. 203 

f 589 

7,618,766,000 

222 

1899 

. 80 1, 048, 000 

. 228 

1891 

. 6,847,506,000 

. 200 

1892 

. 6,481,562,000 

. 190 

1893 

. » 6,47§,oi^,oqp 

. 189 

1894 

6,337,222,000 

. 18S 

1895 

• 7 .Sft 9 i 8 lv;K )0 

. 222 

18^ 

, 7,574,053,000 

. 7,491,281,000 

221 

1897 

. 219 • 

1898 

. 8,097,291,000 

• 237 . 

i8p9 

1900 

.• 9,150,269,000 
8,9^,170,000 

. 268 

. 262 
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CB. imi] V periods of business activity 

• 

As a iperiod of active business is generally reflected in the 
discount market by a high rate, it might have been expeqted 
that the months in which most activity shown in the 
clearings would be the months wiiich showe|^ the highest rate 
of discount. But this is not thfe case. The months in which* 
on average for the fifty-six years, 1845-1900, the highest fates ‘ 
of discount have been charged are thfe months of October, 
November, December, and January — the three" montlis at the 
4:lo^e and the earliest month of the yejfr. But the clearing 
returns show a generally different range of activity. According 
fo them the months of greatest business activity are Januaryi 
March, May, July, and October— the first and third months at 
the comWncement of the year, the second month of the second 
quarter, the first month of the second half year, and the first • 
month of the last quarter. January, July and March are all on 
a level, October comes next, and then May. It is easy to 
understand that these months may very well be periods of 
business activity, but it is not so easy to understand* why 
this being the case the charges for discount at the Bank of 
England do not correspond. The activity of business is 
indicated by the amount of the cheques in circulation, and it 
might naturally have been expected that higher rates of 
discount would follow if these depended only on the demands 
of business. It may be remarked, in passing, that the highest 
months in the returns of the Banks of France, Germany, 
Holland and Belgium iflore or less correspond with each other, 
and that at none of these banks are the months of October 
and November marked by such exceptionally high rates as at 
the Bank of England, In all of them the winter months — and 
in the case of France ahd Holland the months of early spring 
also — are months of higher rates than the remainder of the 
year. These points are of importance so far as they appear 
to imply that the ♦ requirements of the Bank Affty'of 1844-5 
exercise an influence over the rate of discount charged in this 
country by Cciusing che rate at some periods of the y^ar to be 
higher than naturally would hav« been owin*g to the demands 
^made through *ttie operation Xif the Act on •the reserve of the 
Bank. This poi^is more full? discussed in Chapters* IX. anSf* 
XIX., p. 81 and p. 190.“’ 
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Table 15, with the monthly averages of the Scotch note 
circulation and of the specie held against it, shows (pp. 118-120) 
what the requirlments for specie for Scotland were in May, 
June, November a^d December. Table 1 6, pp. 1 2 1-3, gives the 
*correspon 4 ing information for Ireland. Table 17, pp. 124-131, 

' compares these points with the Bank rate. The months of 
ma;ximum circulation w^ere not precisely the same in Scotland and 
Ireland, but fa: the autumn and winter they fairly conespond. 

To facilitate comjiarison the proportions of the average r{ite 
of discount of each month to the annual average discount rate 
at the Bapks of England, France, Germany, Holland and ' 
Belgiv/n are added, with the ^corresponding proportions of the 
turnover at the Clearing House in London. 

ProportibD of Average Monthly Discount Rate to Average Annual Rate, fifty-six years at 
Banks of England, France, Germany, Holland, Belgium fifty years, and of Monthly 
Average to Yearly Average at London Bankers’ Clearing House thirty-three years. 


Mon (a. 

Bank of 
England 
(SeeTabIel2) 
Average of 
Fifty-six 
Years =100 

Bank of 
France 
(SceTable21) 
Average of 
F’lfty-six 
Years = 100 . 

Bank of 
Germany 
(SeeTablc26) 
Average of 
Fifty-six 
Year!>=joo. 

Bank op 
Holland 
[SeeTable30) 
Average of 
Fifty-six 
Years=ioo. 

Bank of 
Belgium 
jSeeTableSS) 
Average of 
Fifty 

Years=ioo. 

London 
Clearing 
House 
(SecTablclB) 
Average of 
I'liirty-tliree 
Years -too. 

Month. 

January 

no 

106 

106 

106 

104. 

106 

January 

February . 

99 

104 

97 

103 

99 

96 

Febiuary 

March 

96 

lOI 

94 

99 

95 

106 

March 

April . 

93 

98 

94 

96 

95 

97 

April 

May . 

99 

98 

96 

97 

98 

102 

May 

June . 

92 

95 

96 

94 

96 1 

96 

June 

July . . 

89 

95 

97 

95 

96 

106 

July 

August 

92 

96 

96 

96 

97 

97' 

August 

September . 

92 

96 

100 

96 

98 

91 

September 

Octol^er 

108 

103 

107 

lOI 

104 

104 

October 

November . 

116 

106 

109 

107 

no 

98 

November 

December . 

113 

105 1 

no 

no 

108 

100 

December 

nc 


There is but little to show what the transactions of the 
Clearing House were earliec than the year 1868. It is stated 
in the minutes of evidence taken before the Committee of the 
House of Conimons on the Bank of England Charter, 1832 
(No. 3,624, p. 258), that in i8io “the daily amount of the 
transactions* 6f tilt Clearing House varied from ;^5,ooo,c>oo to 
1 5,000,000, and that the amount of bank notes paid were 
from ;ii’ 25 o,CKX 5 tOc ^500,000.” The amount ^pAssfed by the 
principal banking houses In London at the ClearCp^ House in 
1839 is given as\jf94i,40i,6oo {^Principks of Money, by John 
Wade, 1842, p.^79). Th’ese indications are^.too slight to build 
any useful inferences on them. as to thd course of business in the 
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first half af last century. The figures for 1 868, however, given on 
p. 134, allow us to form a rough estimate of the amount in 1861, 
and the following table (Table 19) enables u^to compare the 
exports and imports, the amount'-of the cleajfing, and the total 
bank note circulation of the United Kingdoln at every decade 
from 1861 to 1900. It will be seen from this that during* thej' 
forty years over which the table extends,* while the exports and 
imports cisJlectively increased in the proportion" ef from 100 to 
^44, the total amount of the clearings increased in the proportion 
of from 100 to 320 — a far larger proportion — while the note 
tirculation !iad only extended from 100 to 124, an mcrease of 
only about half the growth of th^ exports and imports. It is 
in the clearings that the great extension has taken place, the 
paper circulation of the country being now for practical purposes • 
mainly in cheques, against which, it may be remarked in 
passing, no adequate specie reserve has been provided- 

TABLE 19. p 

Exports and Imports of United Kingdom, Amounts passed through the London 
Clearing House, and the Total Bank Note Circulation of all the Issuing Banka in 
the United Kingdom for the years x86i, 1871, i88x, 1891, and 1900. 


Year. 

Declared Value 
of Exports 
and Imports 
(See Note i). 

Increase 
of Exports 
and 

Imports, 
1661 = 100. 

Amount of 
Clearing in the 
Year stated. 

Increase of 
Oearinp 
since 1861, 
i86x = ioo. 

Decimal 
Proportion 
of Total 
Exports 
and 

Imports to 
Clearing. 

Total Bank 
Note Circula- 
tion in the 
United 
Kingdom. 

Increase 
in Bank 
Note Cir- 
culation 
since x86t, 
iB6i = ioo. 

Year. 

1 861. 



£ 



£ 



ixports 

125,100,000 


• 






mports 

183,000,000 


(say) 






Total 

308,100,000 

700 

2, 800,000, ooot 

JOO 

no 

36,585,000 

700 

1861 

1871. 









ixports 

223, 100,000 








3 

1 

270,500,000 








Total 

493,600,000 

160 

4,826,000,000 

.no 

’J03 

42,060,000 


1871 

1881. 



• 






Sxports 

234,000,000 


• 



1 



mports 

333,900,000 








Total 

567,900,000 

184 ' 

6,357,000,000 

227 

'S9 

4*1,791,000 

114 

1881 

1891. 

Exports 

247,000,000 


• 






mports 

373,500.000 




• 

48,296,000 


• 

Total . 

620,590,000 

201 

6,848,000,000 

245 

•97 

* I/O 

1891 

1900. 

_ , ^ 


i 

• 

• 

• • 



lixports 

291,192,000 


« 


M 




ihports 

Total 

459,893^^ ^ 

75 h^oSyOoo 


8^60,0019,000 

♦ • 

320 

°-S*' 

45,460,000 

J 24 

1900 



L_ 



t 


isi It. 


Note x.—The re-exports a^i^fareign and colonial produce is deducted from the imports in this 
t^ement, thus showing th^net amount‘bl impo-*^" 

T Estimated amount of the clearing. 
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'FHE AUTUMNAL DRAIN 
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‘‘rhe Autumnal Drain takes its, origin Gold taken from the Reserve of the Bank 
from the requirements of the season . 138 " of England as basis of Note circulation 

Table 20. Statement Si’iowing the Autum* in Scotland and Ireland . / . . 139 

nal Movements in Gold apd Silver Examples of this and large proportion of 

Coin held by the Bank of England, amount drawn from Bank during the- ' 

1881-1900 . ... 138 Autumnal Drain on account of require- 

Influence of the Bank Acts of 1844-5 on ments of Acts of 1844-5 . . 139 

the Autumnal'Drain . . .139 Effect of this movement on the Bank Rate 139 

U ^ % 

This name is given to a movement of coin throughout the 
country in the months of autumn, which sometimes reaches 
very considerable proportions. It takes its origin, no doubt, 
from the requirements of the season, which stimulate employment 
in agriculture, and set large masses of the population free for 
an autumnal holiday. The following statement shows the 
movement of specie from the Bank of England for the years 
from 1881 to 1900: — 

TABLE 20. 


statement showing the Autumnal Movements in Gold and Silver Coin held by the 
Bank of England for the years 1881-1900— beginning of September to about the 
middle of November in each year. 


Gold Com. * 

Silver 

Coin. 


Received from 

Taken for 

Taken for 

Received from or taken 

T 

Increase 

Year. 

or taken for 

Scotland 

Ireland 

for Home Ciiculaiion 

^ 1 otai 

or 


Abroad on Balance. 

on Balance. 

on Balance. 

of. Balance. 


Decrease. 


Reed, from Taken for 



Reed, from 

Taken for 




£ 

c 

1 


£ 

„ £ 

£ 

1881 


8n,ooo 

430,000 


788,000 

3,801,000 

60,000 

1882 

417,000 

83^000 

610,000 


880,000 

2,745,000 

19,000 

1883 

413,000 

795,000 

180,000 


873,000 

2,261,000 

92,000 

1884 

... 1,460,000 

765,000 

:^7o,ooo 


935,000 

3,430,000 

67,000 

1885 

754,000 

660,000 

1,110,000 


252,000 

2,776,000 

13.000 

1886 

259,000 

717,000 

330,000 


391,000 

1,179,000 

28,000 

1887 

353,000 

575,000 

25,000 


383,000 

630,000 

57,000 

1888 

2, 513, '000 

445,000 

420,000 


689,000 

4,067,000 

141,000 

1889 

2,431,000 

612,000 

300,000 


640,000 

3,983,000 

414,000 

1890 

... 2,009,000 

616,000 

480,000 

ji . 

1,215,000 

4,320,000 

174,000 

1891 

... 1 1, 4^1, 00b 

478,000 

320,000 


285,000 

2,559,000 

77,000 

lt )92 

1,856,000 

533000 

235,000 


720,000 

3,344,000 

168,000 

1893 

65,600 ..‘ 

800,000 

440,000 

724,000 


451,000 

146,000 

1894 

74,000 

584, ou> 

300,000 


730,009 

c, 54 <'i 000 

40,000 

1895 

3 ,J 29 , 0 (^ 

‘964,000 

178,000 


1,213,000 

"bv 

00 

•1^ 

§ 

104,000 

1896 

1,453,000 

539,000 

fo8,ooo 

1 .. 

34^,000 

^,448,000 

27,000 

1897 

928,009 

1 685,000 

300,000 1 


i 37 ,o<A; 

2, (^^0,000 

4,000 

1898 

773,000’ 

829,000 

345,000' 

..." 

^,523,000 

3 , 47 P,ooo 

131,000 


... 4,905,000 

SiSiOoo^ 

357,000 


1,149,000 

6,926,000 

132,000 

1900 

1,052,090 

926,000 

3 ^ 30 ,dbo 

163,000 


2,145,000 

49,000 


Note.— The figures printed in thick type ii> the column “Silver Coin,” represent an increase. 

1138 
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CH. xiv] ^ EFFECTS OF AUTUMNAL DRAIN 

• 

Thera is thus an internal ebb of** gold in autumn. A 
corresponding infhix to the extent of from two to three 
millions takes place between the months of *May and June. 

The effect of this autumnal J)ressure w^s described in 1857 
by ’the late Mr. William Langtibn, to the Statistical Society of 
Manchester {Transactions, Session 1857--8), and the intresti-' 
gation was carried on, with . his accifttomed ingenuity and 
researchN^y Professor W. S. J evens, 1866 {Statistical Society 
, of ^London : Journal, vol. xxix.). The pi*essure is enhanced by 
the requirements of the Bank Acts of 1844-5, acting through 
•the movements of the Scotch and Irish issues. See Tables 15, 

16, 17, pp. 118-131. 

An* amount of gold has to be brought from the Bank of 
England to Scotland and Ireland corresponding, on average, • 
with the amount of notes in circulation. An examination of 
the figures contained in Table 20 will show how. this works 
out. The amounts for 1881 and 1882 will serve as examples. 


1881. 

Gold taken for abroad 

. £1, ’ 7 ^ 2,000 



Do. 

home circulation 

788,000 





2,560,000 



Do. 

Scotland 

. _£8ii,ooo 



Do. 

Ireland . 

430,000 





^1,241,000 

£3,801,000 

1882. 

Gold taken for abroad 




Do. 

home circulation 

880,000 





;{:i,297,ooo 



. Do. 

Scotland 

. £838,000 



Do. 

Ireland . 

, 610,000 





;£ 1,448,000 

£2,745,000 


The amounts moveS to Scotland and Ireland are taken out 
of the reserve of the Bank under the provisions of the Acts of 
1844-5. more than a third of the total, in 1882 more 

than half the total of what was thus drawn was taken under 
this influence. 

On an average, for the years 1 846- 1 900, the rate of dis- 
count charged by the*Bank of England was higher during the 
autumn months, knd particularly in Nov^/nber,«in' 7 :onnection 
with this movement. A somewhat similar movement ‘is trace- 
able in the fet'urns of the Banks^of Finance, Gerpan^, Holland 
‘ and Belgium?: ^ 

• (For fuifeher information* see Falgrave, Dictionafy of Political Economy, 
article on “Autumnal Drain ”5 Investigations in Currency oitd FinartCi,* 

London, 1884; and^^‘*H. Jnglis Palgrjive, Evidence d^ore Select Committee 
of House of Qommons, Banks of Issue, 
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Chapter X. contained a statement, Table 13, pp. 98, 99, of the 
variations in the rate of discount charged by the Bank of 
England from 1844 to 1900, commencing with the date when 
the Act of 1844 came into force. That date was selected 
the starting-point of this inqyiry, because before that period it 
had scarcely been the custom of the Bank of England to make 
any variation at all in its rate. On some occasions, particularly 
in 1839, a higher rate was charged, tut the regular Bank 
rate was ^ per cent The market rate might be something 
very different, but the' Bank did not concern itself with that. 
If the m&rket, rate ^was as high or high(ir thaft ‘the Bank 
rate, the Bank was resorted-to for discount j^ugj^ses; but if 
the market rate wafs lower, the Bank 'did*, not re<lu& its rate 
^accordingly." '’Eaj;lier tbarf the date from which that table starts 
—September 5th, 1844— the jate chkrged by the Bank of 

14(9 
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England is no guide to the market rate, and hence it was of no 
service to pursue .the investigation further back than that time. 

' The same date was taken for the starting-point of the tables 
of the rate of the Bank of Fra*ice, as has J)een done with the 
Banks of Germany and Holland, in order to facilitate comparisoft 
between the operations of the different banks. The Baftik of 
Belgium did noil commence operations tjll 1850. 

For^ long time before 1844, in France as,* genefally speak- 
ing, in England, the rate of the bank had not varied from 4 per 
cent. It stood at that point at the Bank of France from 1820 
to January, 1847. 

The tables of the rates charged ^by the Bank of France 
correspond in arrangement exactly with those refeting ^o the 
Bank of England. The first table, No. 21, p. 142, gives the . 
average rate of discount charged month by month by the Bank 
of France during the period from 1845 to 1900, in groups* of 
ten years each from 1845-54 to 1885-94, and for the six years 
1895-1900. It also shows the proportion which the rate 
charged in each group of ten years bore to the average rate of 
the period. A summary table shows the average monthly rates 
for the whole period, 1845-1900. Table No. 22, pp. 144, 145, 
gives the number of changes of the rate in each year, and the 
total number of days at each rate in each year. A supple- 
mentary .table, No. 23, p. 146, shows the number of days at 
each rate arranged from the greatest number of days which each 
rate lasted to the smallest, and the number of days at each rate 
arranged from the lowest rate to the highest. 

Before commencing this comparison, it will be desirable to 
give some description of the organisation of the Bank of 
France. The direction of the Ifenk consists of the following 
persons : — First, there* is a governor and two sub-governors ; 
all these three are nominated by the Gove’rnment, and are 
understood to b^ remo liable at its pleasu^, ]^ui 4his power, 
as a matter of fact, is not exercised. .Then there aj-e fifteen 
directors. >whq are. elected by the proprietors. Throe of these 
directors njpst be seletted fronj tjie* class ^of* the receivers- 
general, «vhcf Jre connected with the GQvernment, and the 
management of the taxes 0/ the. country. Tile jreceveuys-^ 
giniraux, or if^s (friers payeurs-g^n^raux, a§ they are more 
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• ( • 

TA^LE 21. 

^Monthly Ayerages of MCnimum Rate ot Discount of Bank of France 1845-1900, 
, in* groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of 
^ Six Years, 1895-1900, with Summary Table, z845-i9oa ^ 


0 



< 1846 -Ef. 

1865 - 64 . 

1866 - 74 . 

1876 - 84 . 

Month. 

Average for 
the Ten Years, 

Av. of 
Ten 
Years 

BIOO. 

Average for 
tne Ten Years, 
£\ 14J. lod. 

Average 
of Ten 
Years = 
100. 

Average for 
the Ten Years, 
£2 i8x. lid. 

Average 
of Ten 
Years= 
xoo. 

Average for 
the Ten Years, 
£^ *s. id. 

Average 
of Ten 
Ye4TS = 
xoo. 


£ s. d. 


£ X. d. 


£ s. d. 


X. d. 


January 

4,0 I 

lOt 

S I 9 

joy 

4 3 II 

106 

380 

110 

February . 

420 

103 

4 18 8 

104 

406 

102 

3 7 7 

log 

March ^ . 

404 

lOI 

4 16 8 

102 

3 17 8 

99 

3 4 10 

JOS 

April 

4*- 0 0 

101 

480 

93 

3 16 0 

Q 7 

3 I '3 

99 

May 

3 18 10 

98 

4 II 7 

96 

3 16 9 

97 

309 

98 

June . . 

3 *8 0 

98 

485 

93 

3 14 0 

94 

2 17 0 

92 

July 

3 18 0 

98 

480 

93 

3 14 10 

94 

2 17 0 

92 

August 

3 18 0 

98 

4 7 3 

92 

3 17 9 

99 

2 17 2 

92 

Septemljer . 

3 18 0 

98 

480 

93 

3 17 0 

98 

2 18 0 

93 

October 

3.19 9 

100 

4 19 II 

JOS 

4 I 7 

103 

314 

99 

November . 

400 

lOI 

568 

112 

4 4 I 

107 

360 

106 

December . 

4011 

102 

530 

108 

430 

JOS 

360 

106 

Diflference : 

ilighest and Lowest 

Difference : Highest and 

Difference : Highest and 

Difference: Highest and 

Month, 4X. 



Lowest Month, 

tgs. sd. 

Lowest Month, los. id. 

Lowest Month, 

XIX. 

Mean of extreme Variations for 

Mean of extreme V’ari* 

Mean of extreme Vari- 

Mean of extreme Vari* 

*845-54. ** 5 % 



ations for 1855-64, 10% 

ations for 1865- 

74. 6-5% 

ations for 1875-84, 9% 



1885 - 94 . 

1896 - 1900 . 

1846 - 1900 . 


Average for 

Average of 

Average for 

r 

Average of 

Average foy the 

Average 

Month. 

the Ten Years, 

Ten Years 

the Six Years, 

Six Years 

Fifty-six Years, 



£2 xjs. gd. 

= 100. 

£2 8x. %d. 

= 100 

£2 \ IX. gd. 

Years=xoo. 


£ s. d. 


£ s. d. 

» 

£ X. d. 


January . 

2 19 9 

104 

2119 

J06 

3 15 10 

106 

February. 

2 17 8 

100 

297 

102 

3 14 4 

104 

March . 

2 17 0 

99 

293 

101 

3 12 6 

101 

April 

2170 

99 

284 

99 

3 9 10 

98 

May 

2 16 8 

98 

282 

99 

3 10 3 

98' 

June 

2 16 0 

97 

268 

96 

3 8 I 

95 

July . . 

2 16 0 

97 

‘268 

, 9 (> 

382 

95 

August . 

2 16 0 

97 

268 

96 

387 

96 

September 

2 17 I 

99 

268 

96 

3 8 II 

96 

October . 

2 iq 8 

J03 

2 8 I 

99 

3 .3 S 

J03 

November 

300 

104 

2 10 0 

103 

3 16 3 

106 

December 

2 19 10 

J04 

2 12 7 , 

108 

c 

3 15 5 

J05 

t Difference: Highest and Lowest Month, 

Difference : Highest and 

Difference: Highest and 

4 X. »■ 

0 


Lowesit Month, 5s. ixd. 

l/>west Month, 8x. 2d. 

Mean of extreme Vacations for 1885-04, 

Mean of extreme Vari- 

Mean of extreme V/ari* 

3 - 5 % 

. 


ations for 1895-1900, 6% 

ations lor 1815-1903, 5'ii% 
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properly^called, are the Government or Treasury Agents in the 
Departments. Five of the twelve remaining directors must 
be* taken from among merchants, manufacturers, and leading 
business men in Paris. Besides these there are the three 
censors, who must be chosen^ from among; men engaged in^ 
business and manufactures, and who thus specially represery: the ^ 
manufactures and the industry of Paris. The governor, the twa 
sub-gov^nors, and the fifteen directors form the^ general council. 
Nothing re done without the presence and the surveillance of 
th6 censors, who have not the right to vote, though they may 
^speak andtplace their opinions on the minutes of the delibera- 
tions. Great part of the detail of the management rests with 
the tWQ sub-governors, but the* directors have tlje right to 
decide and vote on any measure which may come before them. 
The directors are understood rather to act as checks on the two 
sub-governors than to be the actual managers of the business 
themselves. The system is understood to work well in practice, 
and the mixture of the more permanent portion of the governing 
body, which is selected by the Government, with the portion 
which is selected by the shareholders themselves, is an advan- 
tage in enabling a regular system of management to be steadily 
carried on from year to year. The number of the places at 
which banking facilities were given by the Bank of F* ranee at 
the date of its report in 1902 was 411, divided thus : — 

I Central Office. 

126 Benches. 

50 Auxiliary Offices. 

234 Towns connected. 

41 1 Places recogitised as in connection 
• with the bank. 

• * 

The branches and^ places ^connected with the bank include all 
he principal cities and towns of the cou.itry. ""Some of thp 
tranches carry on a very large business, and ’the anfount of 
he business done by tjiem in*. the 4ggreg^td* considerably 
ixceeds tljjit^dcMie by the head office at Taris. Some of the 
tranches, iTow ever, ale s*mall. It was mentfoned Jjj the* report ^ 
or 1902 that lyai fawer than ten* of them were carried on at 
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TABLE 22. 


BANK OF FRANCE 


Chansfes in the Rate of JDlscoiint Charg;ed by the 
since the 5th September, 1844 (when the Banif. Act 


Years. 

Number of Changes. 

f 

f 


37o 

317, 

4 7. 

f 

Rise. 

Fallf 

Total. 

Lays. 

Days. 

Days. 

Days. 

Bbys. 
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I TABLE 22— continued. • 


RATS OF DISCOUNJ, 1844-1900. 

Ba^k of France, and the Nnmber of Days at Each Rate in Each Year, 
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' ( 

Bank of France— 

TA(3LE 23 . 

Rate of Discount— 1844 - 1900 . The Numbe*" of 

Oays at each Rate, arranged from the highest number to the 

smallest 

Number of D&ys (20,570). 

Rate Per Cent. 

r 

Number of Days— l,ooo. 

5.557 

3 

(470 

4.5*6 

4 

221 

*.579 

2 \ 

126 

2,061 

5 

• 100 

2,027 

2 

98 

^ 1 . 8^5 

3i • 

88 

1,170 

6 

67 

• 353 

• • 4i . 

17 

286 

7 

U 

• 120 

5i 

6 

41 

8 

2 

21 

• • 7i . 

1 

16 

9 

— 

8 

6 i 

— 

20,570 

Bank of France— 

1,000 

Rate of Discount— 1844 - 1900 . The Number of 

Days at each 

Rate, arranged from the 

lowest rate to the 

highest. 

Rate Pei Cent. 

Number of Days (20,570). 

« 

Number of Days=: i,000. 

2 

2,027 •. 

98 

2 \ 

*.579 

126 

3 

5.557 

270 

3i 

I. 81 S 

88 

4 

4,516 

221 

4i . 

• * 353 

17 

5 

2,061 

100 

5i .. 

120 

6 

6 

1,170 . ‘ 

67 


8 ^ 

— 

7 

, . 286 

14 


21 

1 


‘41 

. • 2 

9 

‘ .4 ; 16 V 

V — 

« 


^ c. 


20,570 ' • 

• ’^'1,000 
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y • 

a loss, which in the aggregate was more than ;^3,ooo. Some 
of these branches fiave not been long established T 4 iey give 
collectively very valuable assistance to the trade of the country, 
and it is certain that without t];iem the po^ftion 'of the bank 
woiid be very inferior to that which it holds at the present 
time. The best •description, perhaps, which can be given of* 
the mo(Je in which the business of the bank is carried on is 
to be fouiid in the evidence given by M. Rouland, the late 
g^overnor of the bank, before the official “ Enquete sur les 
^rincipes et les faits generaux qui regisscnt la circulation 
mon^taire et fiduciaire,” held in Paris in 1865. Though this 
inquiry ^ook place some years sirfce, it* is understood that the 
general arrangem*ents at the present day remain very much 
what they were then. M. Rouland, in describing the organisa- 
tion of the governing body of the bank, stated that it consisted 
of two perfectly distinct elements, one being the portion 
chosen by the State, and the other chosen by the shareholders. 
The persons chosen by the State, namely, the governor and 
the two sub-governors, are, according to M. Rouland s words, 
bound to see that the business of the bank is carried on for 
the public advantage. It is their duty to see that the statutes 
of the bank are not overstepped, and that the interests of 
trade and commerce are attended to. It is from them that 
the proposals to raise or to lower the rate of interest appear 
almost invariably to proceed. M. Rouland's account was as 
follows : — “ Nothing of any description which concerns the 
great interests of the public, nothing which concerns the 
larger duties which the Bank has to perform towards commerce 
and industry, nothing of all that ckss of business belongs to 
or is left to the discretion of what he called the interested 
party.” By this M. Rpuland understood that portion of the 
governing body which direcjly represented the shareholders. 

‘‘This is a guarantee,” M. Rouland^ continued, “which 
ought, of itself, to satisfy any who have any doybts^on the 
subject. Does the public know it?*. Are,the*publif aware that 
during sixty^twa y^^ars it has not perhaps happened twice that 
the councih ftas had lio 'propose that^ the rate ^fif * discount 
should be raised lowered ? Doer the public •know that it is 
always the ag;ive element of the ^Government, which, watching 
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vigilantly over the public interest, has made the proposition ? ” 
M. Roirland proceeded to say that the two portions of #the 
governing body ^ have alwaj^s worked together in the most 
perfect harmony, ^nd that in this harmony of the two portions 
of ihe governing body the security of the institution consists. 
M. Rouland spoke, and with a just sense of •pride, of the part 
which the B^n»k of France had always taken in devel^ing the 
commerce and industry of that country. Opinions^liave, how- 
ever, been occasionally expressed that the commercial elemerit 
is not sufficiently represented in the general council of manage- 
ment of the bank, and that it would be desirable to choose a 
greatbr number of representatives of various branches of 
business to form part of the direction. 

This opinion is referred to here, but it is only right to add 
chat the Bank of France has for many years carried on its 
business with great intelligence and judgment in the most 
essential points. In particular its management during the 
period of suspension of specie payments in France, from 1870 
to 1874-5, a period of the greatest difficulty, was a brilliant 
example of what the conduct of a bank should be under 
exceptionally trying circumstances. Again in November, 1890, 
at the time of the Baring difficulty, the assistance which the 
Bank of France gave to the Bank of England, and the three 
millions sterling in gold which it lent at that time, were of the 
greatest assistance in enabling the Bank of England to avert ^ 
the crisis which seemed so near and was so much dreaded. 

The business of banking has not, it must be remembered, 
hitherto reached in France anything like the same proportions 
which it has done in Great Britain and Ireland. There are 
few banks in France at all to be compared with the great 
banks of England, Scotland, and Ireland. Of these larger 
banks ^the /‘Comptoir d’Escompte,” ahe “Credit Lyonnais, ” 
and the “Society Q^n^rale’" are the most important, and do a 
considerable business, principally in the larger towns, and there 
is besides d large' number of very respectable ‘private firms who 
carry on banking business with much sucq^s ^nd solidity. 
The idea, of banking is different In Trance frmn that hejd 
in this countty ; cheque® are still comparatively little used. 
Spedie and the notes of the Bank of Franc§ are still the 
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means u|ed for the payment of debts, jiot cheques, as with 
us. But no bank in France possesses anything like the 
organisation of the Bank of France, and its jjosition^is a very 
different one from that of the Bunk of England in respect of 
its jnfluence over trade throughcjut the counti^. Besides Paris, ^ 
the bank provided banking facilities in th^ year 1902 at^4ii 
places in France^ including all the most important centres, such, 
as citi^like Lyons, Marseilles, Bordeaux, Havre, ^Lille, and 
Roubaix, <own to quite small towns in remote districts. At all 
•th^ offices business in discounts and advances is transacted at 
^the same r^tes as in Paris. The Bank of France thus regulates 
the charges for the use of money throughout the country. 

The; amounts of the balances .kept -by other banks \^ith the 
Bank of France have never been published in the same manner 
as those kept by the London bankers with the Bcink of 
England formerly were, and hence it is not possible to speak 
on the subject with any certainty ; nor is it likely that they ap- 
proach anything like the same sums. PTom both these reasons, 
and from the general circumstances of the trade of the country, 
the Bank of PVance is not exposed to anything like the same 
sudden demands as the Bank of England. The current of 
commercial activity in France flows with a very different and 
more equable course than in England. A country which 
depends so greatly on agriculture as France, where manu- 
factures, commerce, and trade with other countries fill relatively 
so much smaller a space in the general activity of the people 
than they do in England, will always be likely to follow a more 
undisturbed course in the way of business than is, or can be, 
the case here. There are much fewer causes to lead to the 
vast demands for bullion for expo^;t, which occasionally operate 
so suddenly and so powerfully on our market. The sums on 
deposit with banks in ^France are, beyond question, both smaller 
in proportion to the numbers and to the general wealth of the 
population than in England, and they are.alSb tnore* generally 
deposited for longer periods than with 'us, and are much less 
likely to be suddenly required to* be repaid AU*the?e circum- 
stances ^mite.iri- causing the derrferftls oij the Bank of France 
► to be of^cf totally difi‘e*rent "description froffi* the dp^nands on 
the Bank of Ejjglauid, and it Is jonly natural^ to find’that this 
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difference is reflected in the variations of the rate interest 
charged by the two banks. The average rate of discount 
charged by the ^ank of France has been as nearly as possible 
on a level with that charged by the Bank of England for the 
» period under consideration, tl^e figures being 12s. for the 
, Bank of England J and ^3 lu. gd. for the Bank of France, 
fbut the duration of extremely high and extremely low rates has 
been much shorter in France than in England. Thus^e rate 
of the Bank of France has been oftener at 3 per c#!nt. during 
the period under notice than at any other rate, and next* to* 
that rate 4 per cent, shows the highest proportiop. A firm 
which did "business with the Bank of England would have 
been a.ble ,to discount its bills at 3 and 2^ per cetjt. for a 
greater length of time there than it would have been charged 
the same rates by the Bank of France. Between the ist 
September, 1844, and the 31st December, 1900, which includes 
20,570 days, the rate ruled at 3 per cent, and below for 11,341 
days j^t the Bank of England, while it stood at corresponding 
rates for 10,163 days at the Bank of France, but while the 
Bank of England charged 4 per cent, for 2,698 days, the same 
rate was charged by the Bank of France for 4,516 days. The 
number of days at 5 per cent, was much the same at both 
banks, 2,012 at the Bank of England, and 2,061 at the Bank of 
France. In the highest rates of all, the customers of the Bank 
of France would have had the advantage. The Bank of France 
has never raised its rate above 9 per, cent., but the Bank of 
England has charged 10 per cent, for 141 days. The Bank 
of France charged rates from 6J to 9 per cent, for 372 days 
only, but the Bank of England charged rates from to to 
per cent for 1,172 days. This means that during the fifty-six 
years under consideration a customer of the Bank of France 
would have had to pay high rates for about one year, while 
the customer of the Bank of England would have had to pay 
still higher rates ior> more than three. The fluctuations in the 
rate charged by the Bank of France have also been much 
less violent thaq those, in the rate of. the Bank of England. 
Tables 37 and 38, on pp. igd, 197, make this *«ery cl^ar. Thus 
, the flucltiation at the Bank of England tfas in ohe*year been 
as great as bj^^ier cent., but at the Bank^^of France the 
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fluctuati<jn has never been more than 5 J)er cent, and in very 
few years has it exceeded 2 per cent. 

• The number of variations in the rate has been much smaller 
in France than in England. During the period between 1844 
an^ 1900 the Bank of France ,altered its rate m times; the^ 
Bank of England altered its rate 400 times. The gr^test ^ 
number of varisftions in the rate of the Bank of England took 
placed 1873, when there were no fess thgin^ 24. changes ; 
during thiit year the Bank of France altered its rate 4 times 
* piriy. The greatest number of changes in the rate of the Bank 
^ of France iook place in 1864, when there were 1 1 changes, but 
in that year there were 1 5 alterations at the Bank* ©f England. 
There is also another curious dififerencfe in the course of business 
in the two countries to be noted. While during quite recent 
years the number of alterations in the rate charged by the 
Bank of England remains on average quite as great as in 
the earlier years under notice, being 193 between 1844 and 
1872, and 207 between 1873 and 1900, the changes in the 
rate of the Bank of France have much diminished in number, 
having been 77 in the former period and only 35 in the later. 
We will take the period from 1890 onward : — 


Years 1890-1900. 


Bank of England, 

Chatigcs in 

Years. Rate. 


Bank of France. No.of^ 

Changes in 
Rate. 

Years. 

1890 . • 

II 

1890 

. No change 


1891 . . . . 

10 

1891 

. No change 


1892 . . . , 

4 

1892 


I 

1893 . . • . 

12 

•893 

. No change 


1894 . . . . 

2 

1894 

. No change 


1895 . .No change 


1895 

1 

1896 . . . . 

3 

1896 

. No change 


, 1897 . . . . 

6 

1897 

. No change 


1898 . . . . 

6 

1898 

I 

1899 . . . 

6 

• 1899 


2 

1900 . . . . 

6 

1900 


4 

Changes in rate 

66 


Changes ip rate . 

9 


While the avgrag© charged by the Bank of France, 
taking the whole :ime*from 1845 onwards into consideration, 
has been^glqsely oji a level with the r^te chargej^ by^the Bank 
of England, |t^is especia^^y noticeable that the-rartes charged by 
the Banl^jOf Fritnce have been lower than thg^e of the Bank of 
Englancf (Turing the years of panic which haye *^^v!^rred in* 
England during^ the same period: Thus, to compare the rates 
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in England and France during the years 1847, 1857, 1866, and 


1890 we find 



t 


Bank*of England. 

Rate 

of Discount t 

1 Bank of France. 

Rate 

of Discount 

Year. ^ 

£ s. d. 

Yiar. 


£ s. d. 

, 1847 . • . 

536 

1847 


4 19 0 

1857 . f. 

6 13 3 ’ 

1857 


630* 

. l«66 

6 19 0 

1866 


3 *4 0 

^ 1890 . . . 

4 10 5 

1890 

• . 

300 


t • 

The division of the accounts of the Bank of JBligland 
between the Issue and the Banking Departments *may have 
had something to do with this. * 

It is a remarkable thing that there should hare been so,<, 
great a difference in the rate of discount charged during the 
year i 966 m two great centres of business activity situated so 
close tp each other and connected by so many bonds of com- 
mercial intercourse. In the year 1878 a similar divergence 
took place ; the rate of the Bank of England was £2, 15^. Srf., 
of the Bank of France only £2 4^. 2d. for that year. The 
year 1890 was the one of the Baring difficulty. The Bank 
of France assisted the Bank of England with a loan of three 
millions, but its rate remained unchanged at 3 per cent, during 
the whole twelvemonth, while the rate at the Bank of England 
averaged £/^ 10s. ^d. It appears, however, that there has 
been on the whole of late years a tendency towards a greater 
correspondence in the rate of interest charged in hot^ countries. 
These points will be discussed further in Chapter XX., p. 203, 
in which the fluctuations between tho rates of the different 
banks referred to are collectively examined into. 

The reserve in the precious metals held by the Bank of 
France has of late years greatly increased. The details are 
stated in Table 24, p. 153. 

The Bank of France, we must remember, has had to pass 
through very great trials during recent years. Changes in 
the form^of gov^ernment, revolutions, ^ars^^ and even hostile 
(occupation, have all* disturbed the even coyrse of life in Paris 
and in Fctance. The Bank of France has.had^tp i^ear many 
trials of this "descrfpticjn, ^ and has rxet them-.:^' with great 
courage and prvd§.nc?e.* 

* For further ififormation see Reports of Bank of France, translated in August 
numbers of Bankeri Jffagazine. * • - 
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TABLE 24. 

♦ 


Gold and Silver held by the Bank of France, x877-i9oa 

• ^ g 

Alterations in amounts of Gold and Silver held from December* 31^ ^^ 17 ^ 
December j/, igoo ; the year 1877 is taken as the starting pointy being ihe^ 
ear^t from which the Statement caet be carried 4>n continuously : — 


Gold. 


Silver. 


Years Compared. 
1878 with 187^ 
"" 1879 with 1878 

1880 with 1879 

1881 with*i88o 

1882 with 1881 

1883 with 1882 

1884 with 1883 

1885 with 1884 

1886 with 1885 

1887 with 1886 

1888 with 1887 

1889 with 1888 

1890 with 1889 

1891 with 1890 

1892 with 1891 

1893 ^^92 

1894 with 1893 

1895 with 1894 

1896 with 1895 


Increase. 

I 


3.736.000 

12,356,000 

2.004.000 

6.152.000 

3.116.000 


10.228.000 

8,664,000 

14.724.000 

I4j332,ooo 


1,340,000 


Decrease. 

f 

7.200.000 

9.680.000 

7.568.000 


1 36,000 

5 ,100,000 

3.984.000 

5.660.000 

96,000 

4.420.000 

1.532.000 


Increase. 

L 

7,780,000 
6,780,000, ^ 


1.236.000 

2.208.000 

2.256.000 
2,000,000 

1.520.000 

568.000 

476.000 

572.000 


1898 with 1897 . — 

1899 with 1898 . 1,920,000 

1900 with 1899 , 18,716,000 

5,084,000 

12,000 

;^97,288,ooo 

;£5o,46o,ooo 

;£2S,4o8,ooo 

Deduct . 50,460,000 

— 

15,972,000 

Total increase be- ^ 

• 

9,436, 000 

31, 1900. ) 



Amount in 1877 .;£46,544 jOoo 


;^34,544rooo 

„ „ 1900 . 9J»372fOoo^ 


43,980,000 

More in 1900 46, 8 28,600 


;£5,436 ,ooo 


Decrease. 

I 


232.000 

636.000 

2.740.000 

3.596.000 


56,000 


228.000 

932.000 

136.000 

284.000 

892.000 

2.156.000 

2.084.000 

;£l 5,972,000 


During the i899-i9'8 the silver *dimini^he(J moje<han ;^4,ooo,ooo, 
while the gold incjjeas^d more than ;:^'».o,ood,o8o duryig the same period. 

, December yi, 1902, th®golfi held Vas ;^ioo, 768,000, thTsilver ^£4^36,000, 
the total being 44, 7 04,000. 
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England, from 1844 to 1900, and by Jhe Bank of France 
during the same period. It is desirable to continue this' part 
of ‘the investigation by a similar inquiry into she rates charged 
during the same time by the *Bank of Germany. Strictly 
speaking, we ought to speak of» the Bank of Prhssia and the * 
Bank of Germany. Originally founded by Frederick II., King < 
of Prussia, in 17I55, as a State institution, under the title of thtf 
Royal^ank, it continued till ’31st December,. ^846*, when it 
was reconstituted with the admission of shareholders, and 
Taecame a note-issuing bank. Organised in this manner, the 
Bank of Prussia continued its operations steadily till 31st 
December, 1875, when the German Bank Act 6f that year 
altered tfs constitution entirely, and greatly enlarged its.sphere 
of work. From* being the financial institution of a compara- 
tively restricted country, the Reichsbank became the centre of 
the monetary operations of a great empire at the time when 
the standard of value of that empire was changed from Silver 
to Gold. It is now one of the great banks of Europef and 
therefore we have placed its present name, that of the Imperial 
Bank of Germany, at the head of this chapter. The same 
dates and the same method exactly have been followed in 
constructing the tables which accompany this chapter as with 
those which were drawn up in the description of the rates 
charged and the fluctuations in them in the case of the other 
banks whose operations are described, in order that the com- 
parison made may folloiv precisely the same plan in all cases, 
and enable the reader to see how far and to what extent the 
same causes have operated in all the countries referred to. 

, The first table, No. 25, p. 156, gives the average rate of 
discount charged, mont|;i by month, by the Bank of Germany 
during the period fronj 1845 to 1 900 ; it also shows the 
proportion which the. rate charged in each month bore to 
the average rate the ygar. A summary at the end of the 
table shows the average monthly rates fof the 'whole ^period,, 
1 845-1 9CXX. Table t^o. 26, p. 157, gives.the number of.changes 
of the rate* in e^h year and the total number days at each 
rate in ei^t yea#. A supplementary table, ^^o. 27, g. 158, 
•shows the'^dhiber of Bay’s at each rate, arranged frpm-di'^lowest 
rate to the higl^st,»and the number of days at each rate, 
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TABLE 2$. 

Monthly Averages of M’nimum Rate of^ Discount of Bank of Germany, 1845-^900, 
ih groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, 1885-94, and of 
Six Years, 1895-1900, with Summary Table, 1845-1900. 



1845-6;.. 


1865-6^ 

L 

1865-7 

L 

187i^ 

i. 

Month. 

Average for 
the Ten Years, 
£4 Sd. 

Av. of 
Ten 
Years 
= 100. 

Average for 
the Ten Years, 
£4 9^- 

Average 
of Ten 
Years — 
100. 

Average for 
the Ten Years, 

£it MS. id. 

Average 
of Ten 
Years = 
100. 

Aveaage for 
the Ten Years, 
£4 5^- 

Average 
of Ten 

Years ss 
TOO. 


£ s. d. 


£ s. d. 


£ s. d. 


£ s. d. 

lob 

January . 

4 ^^ 0 

JOJ 

4 10 4 

101 

4 IS 10 

104 

4 10 5 

February . 

480 

103 

466 

97 

4 7 9 

95 

4 2 10 

97 

March n 

4 « 6 4 

100 

4 5 9 

97 ^ 

4 4 4 

91 

3 *9 p 4 

94 

Aprit 

460 

100 

450 

96 

460 

93 

3 18 *^o 

g 2 

May 

4 4 10 

9S 

465 

97 

4 12 8 

too 

3 19 2 

93 

June *. 

440 

97 

460 

97 ^ 

4 14 0 

102 

3 *7 II 

92 

July 

458 

99 

452 

96 

4 15 II 

104 

3 19 I 

93 

August 

450 

9S 

4 4 7 

95 

4 10 8 

98 

426 


S4)tember. 

440 

97 

488 

99 

478 

95 

4119 

108 

October . 

4* 7 8 

/or 

4 14 II 

106 

4 16 8 

J03 

4 16 7 

114 

November. 

480 

103 

4 17 9 

I/O 

4 17 4 

106 

4 13 6 

no 

December . 

480 

102 

4 17 5 

log 

4 18 7 

loy 

4 10 1 

106 

Difference : 
Month, 5*. 

Highest and Lowest 

Difference : Highest and 
Lowest Month, 13s. id. 

Difference : Highest and 
Lowest Month, 14*. 3d. 

Difference : Highest and 
Lowest Month, i8r. %d. 

Mean of extreme Variations for 
*845-541 3% 

Mean of extreme Vari- 
ations for 1855-64, 7*5% 

Mean of extreme Vari- 
ations for 1865-74, 8% 

Mean of extreme Vari- 
ations for 1875-84, 11% 



188&-94. 

1896-1900. 

1845-1900. 

Month. 

Average for 
the Ten Years, 
£3 ij*- ^d. 

Average of 
Ten Years 
= 100. 

Average for 
the Six Years, 
£^ 4*. id. 

Average of 
.Six Years 

— TOO. 

Average’ tor the 
Fifty-six Years, 
£4 5^- ^d. 

Average^ of 
Fifty -six 
Years=ioo. 

January . 

£ s. d. 

4 1 2 

Ill 

£ s. d. 

4 15 1 

ii3 

£ s. d. 

4 10 0 

lOb 

February . 

3 9 3 

95 

403 

95 

4 2 7 

97 

March 

376 

92 

3 15 0 

89 

4 0 I 

94 

April 

May 

3 7 I 

92 

3 15 II 

90 

3 19 II 


378 

92 

3 15 9 

90 

4 1 6 

96 

June 

380 

93 

3 15 s 

\ 90 

4 I 3 

July . . 

380 

93 

3 >S 8 

\ 90 

420 

97 

August . 

3 9 5 

95 

3 16 7 . 

91 

4 I 10 

96 

September 

3 13 2 

100 

416 

97 

448 

100 

October . 

3 18 10 

108 

4 14 3 

V 112 

4 11 4 1 

loy 

November 

420 

112 

5 0 2 

II9 

4 12 7 i 

109 

December * . 

4J 9 

Jib 

\ 

1 5 5 

1. — 


4 13 2 

I/O 


Difference : Highest and Lowest Month, Difference : Highest and Difference : Highest and 
17*. 8rf. , Lowest Month, xos. Lowest Month, 13J. 3d!. 

Mean of "extremis Variations for 1885-94, „ Mean of extreme Vari* » of extreme Vari* 

ia% . ‘ ^ ^ ations for iBg^-igoo, i8% ations for 1845-1900, 8% 
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IMPERIAL BANK OF GERMANY. RATfe OF DISCOUNT. 

• Table 26. 

into Opetntion in England), to 31st December, 190^ 


Vto. of changes 


1844 

1845 
1^46 

.1847 
1848 
'i849 
1850 
18B1 

1852 

1853 
1864 

1855 

1856 

1857 

1858 

1859 

1860 
1861 
1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

im 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 
*1893 

1894 

•1895 

1^96 

1897 

1898 

1899 

1900 


Rise FalllToUl 


3 % 


34% 


Days* 


Days 


i 

I 

chajnge 


nge 

|nge 

1 

I 


I 

3 

4 

I 

I 

No 

Nol 

No| 

1 

3 

3 

No] 

Nol 

1 

2 

1 

3 

2 

2 

3 
3 

1 

2 
2 
2 
2 


4 
6 

5 

2 

Inge 

nge 

l^ge 

I 

4 


4% 


Days 


44 Vo 


5 
8 

chajnge 
chajnge 
I 

3 ‘ 

2 


41 

204 


314 

365 

365 

t66 

273 

234 

310 

121 

330 

293 

366 
3^5 

365 

307 


Days 

76 

^8 

122 

256 

51 


sV. 

Days 


s 4 Vo 


6% 


64% 


Days DaysDays 


76 


5 

2 

1 

7 1 

4 

5 I 

6 

7 

3 
5 
5 

3 

4 

1 

Inge 

3 

5 

2 
2 

4 
.3 

4 

2 

3 

2 

« 

I 

3 

5 

6 

•7 

3 


83 

244 

243 

no 


92 

131 

iTs 

162 

19 

72 


54 


145 — 


85 


161 


240 

234 

261 

212 

•91 

yfL 

xi5i»| 

329 

31S 

208 

50 


J 1 


2,6401 


4j 


198 

18 

365 

36b 

277 

150 

300 

260 

53 

257 

210 

214 

220 

149 

283 

233 

f82 

•303 

a 41 

113 

«So 

^6 

252 

.SI 

^7 

76 

73 

213 

4X 


58 

124 

45 




Days 


74% 


8 % 


bays 


bays 


128 

64 

87 


_ 88 

— I 163 

14 I 5 X 

— I 106 
98 ! 128 


82 


37 


- ; 86 
3»1 
66 
16 
40 ; — 


44 


bays 


9% 


Total 

.-j* — 


Days 


32 


56 

I3I 

19 

78 

104 

29 

80 

159 

17 

25 

13 

18 


89 -! 

68 1 81 I 
12 


17 


32 


178 1 1 1,077 


63 



142 ' 

— « 

— 


— 


9 





z 

«82 

— < 



— 



IOO» 

— 


— 

-% 



50 

10 

42 

— 

— 

126 

1 92 

— 

94 

— 

12 

_Z- 

178 

160 

15, 

— 

12 

i, 43 S 

1 3,648 

143 ° 

730 

^0 

234 


117 

36s 

36s 

365 

366 

365 

365 

365 

366 

365 

365 

365 

366 

36! 

36^ 
36s 

366 

^ 365 
36s 
36s 

366 

365 

365 

36s 

366 

365 

365 

365 

366 

36s 

365 

365 

366 
36s 
365 

266 

36s 

365 

365 

366 

365 

365 

365 

366 

36s 

365 

365 

366 

365 

365 


1844 

1845 

1846 

1847 

1848 

1849 

1850 
1861 
1862 

1853 

1854 . 
185tf 

1856 

1857 

1858 

1859 

1860 
1861 
1862 
1868 
1864 
1866 
1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 
1881 
1882 

1883 

1884 

1885 

1886 

1887 

1888 
f 1889 

1890 

1891 

1892 

1893 

1894 


365 

366 

365 

•365 

365 


1895 

ft96 

1897 

1898 

1899 

1900 
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arranged from the gfeatest number of days which each rate 
lasted to the smallest. " c 

The Imperial Bank of XJermany is, like the Bank of 
France, und^*r the control of the State. The Bank Act 
'of 1875 directs the manner in which this control is exercised 
‘ ^seepars. 25-31, pp. 158, 159). The business ris also regulated 

in some points by the Bank Act. of 1899. ^ 

« ' 

TABLE 27. i 

Imperial Bank of Germany— Rate of Discount— 1844-1900. The 
Number of Days at each Rate, arranged from t^he highest 
number t;o the smallest. 


Number of Days (20,570). 


Rate Per Cent. 

Number of Days= i,000. 

n,on 


. ‘ 4 

54«' 



5 

. 177 

.2,640 


3 

129 

L439 


4i 

70 

730 


6 

35 

^ 43? 


si 

21 

234 


7 

11 

. 178 


3i 

9 

63 


9 

3 

5° 


6 J 

2 

44 


7i 

2 

37 


8 

1 

20,570 



1,000 


Imperial Bank of Germany— Rate of Discount— 1844-1900. The 
Number of Days at each Rate, arranged from the lowest rate 
to the highest. 


Rate Per Cent. 

Number of Days (20,570). 

N umber of Days = 1,000. 

3 

2,640 


129 

3j 

178 


9 

4 

11,077 


540 

4i . . 

1,439 


70 

5 

3,648 


177 

Si . . 

, 430 


21 

6 

730 

r • 

35 

6J . . 

SO 

» • 

2 

7 • ■ 

234 

» • 

11 

7i 

44 


2 

8 

37 

1 

4 . 1 

9 • . ’ , 

r . 63 

. a. . ^ 

3 

' i 1 

*0,570 


.LOGO 


Section 25. ThVlmperial'suj^ervision over the ReichsdSltk' is exercised by 
a Bank^Curatorium,*^compnsing the Chancellor of the Empl/e^ ai President, 
and four^'othg- members. One of these four members is named by the 
'‘Emperor, the other three by* the Fedeial Council. .This Curatorium meets 
* A Board of Inspectors. 
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once a qua^te^. At these meetings a report is givdh of the condition of the 
bank and everything connected; it also receives a general account of all the 
op^tions and business arrangements of the bank. • • 

Section 26. The Imperial direction* of the bank is exercised by the 
Chancellor of the Empire and, under ^him, by the Board of Directors of 
the Imperial Bank. Should the Chancellor be hindei^d from exercising his 
functions, the Emperor will name a substitute. 

The Chancellor directs the entire administration of the bank, subject to the* 
provisftfc^ of this Act and the regulations which irtay be published in accord- 
ance with Section 40.* He issues the directions for the Imperial Board of 
J)irectors ancPfor the branch institutions, as well as -the rules and instructions 
for tfie officials of the bank, and directs the required alterations in the existing 
business arrangements and in the instructions to the officials. 

Section 27. The Imperial Board of Directors is the adirriaistrative and 
executive authority of the bank, and also ^represents it in public. It consists 
of a presicfent and tl^ required number of members, and passes !ts resolutions 
by a majority of votes ; hut its proceedings are subject to the prescriptions and 
instructions of the Chancellor of the Empire. 

The President and members of the Board of Directors of the Imperial 
Bank are appointed for life by the Emperor on the recommendation of t!ie 
Federal Council. 

Section 28. The officials of the Imperial Bank have the rights and duties 
of Imperial functionaries. The bank undertakes their salaries, pensions, and 
other payments for services, as w^ell as the pensions and assistance given to their 
surviving relatives. The salaries and pensions of the Bank Directors are fixed 
yearly by the Imperial Budget ; those of the other officials by the Emperor, 
yearly, in agreement with the Federal Council on the motion of the Imperial 
Chancellor. No official of the bank may hold its shares. 

Section 29. The accounts of the Imperial Bank must be submitted to the 
Court of Acccltints of the German Empire. The Chancellor will determine the 
form of the yearly accounts. The decisions on this point are to be communi- 
cated to the Court of Accounte. 

Section 30. The shareholders take part in the administration of the bank 
through the General Meetings, and a Central Committee elected from their 
numbers according to the following regulations : — 

• Section 31. The Central Committee is the permanent representative of the 
shareholders in relation to thii administratio*h. It consists of fifteen members, 
besides whom fifteen substititfes are to be chosen. The members and the 
substitutes are chosen by the General Assembly out of number of those 
among the shareholders who have at least three shares in their names. All the 
members and substitutes must reside within the Empire^nd at© least nine 
members and nine subsytute^ in Berlin. One-third of the members retires^ 
annually, but ^are eligible for re-election. The Central Coinmittee ^meets at 
least once a montli, presided oyer by the* President of thejfoard of Directors 
•of the Bank, who in^ also summon extraordinary meetings. The quorum at 
these meetiirgs^^ll be ^ least seven members. ^h(V arrangements^ of the 
* business will determine when and in what turn, the substitutes of mqpibers are 
called up. 

This section directs the details of the bank management. 
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\ The Imperial Bank carries on a very considerable Business in 
Berlin, and has also branches which form a network coverin|[ 
the whole of Germany. Including Berlin, there were in 1902 
376 offices ^of the Reichsbank. In this latter respect the 
business which tl\e Bank of Germany carries on corresponds 
more closely with that of the Bank of France than with that 
of the Bank of England. ,The number of variations in 
the rate of discount at the Bank of France and at the Bank 
of Germany also corresponds more closely in niimber thai^ 
those at the Bank of England between 1844 and the close 
of the year 1900. There were in alterations "in the rate, 
recorded at the Bank of France and 161 at the Bank of 
Germany 'during those years ; while the Bank of England 
altered its rate 400 times during the same time. 

The year 1872 marks the date of the introduction of the 
gold standard into Germany. It could hardly have been 
expected that so colossal an operation, perhaps the largest 
of its kind which modern times have ever witnessed, could 
have been carried into effect without great disturbances of the 
money market in the countries employing a gold currency. 
This doubtless accounts for much of the* unsteadiness of our 
money market during the years 1872-5, and for many of the 
alterations in the rate of discount charged at Berlin during the 
same period. 

The business of banking is, on the whole, more developed 
in Germany than in France. There are considerable banks 
in Hamburg, Frankfort, Bremen, and in other cities of North 
Germany, besides many carrying on business in Berlin. Hence 
the Bank of Germany has to meet more competition than the 
Bank of France. 

The business carried on by the Bank of Germany corres- 
ponds, as mentioned before, more closely with that carried on 
by the Bank of France than with that of tht Bank of England. 
As in France, the charges for advances and discounts made at 
the head offtce correspond with those madtf at alb the branches. 
Both the Banks of FrS-nqe jtnd Gernikny havt;'^nany branches, 
many more than the Bank of England;^ both^oj* Aem do a 
large business in remitting syms of money from one part of 
the country to another, and" the bills which both of them deal 
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with in the way of their business are c(Jnparatively small ^ 
amount The av^ge amount of the inland bills dealt in by 
th^Bank of Germany in 1900 was ,^85 4^. fopeach bill. The 
average amount of the trade bills discounted at Paris by the 
Bapk of France in 1900 was* ;^29 35. yl. I'he average 
amount of the bills dealt in by the Ban*k of England is 
believed to be much larger than either of these sums. 

"fhe business of the Imperial Bank oT Gemjayy on current 
accounts (^iro Verkehr) has considerabjy increased during 
*rect?tit years. This is the branch of the business in which the 
greatest development has occurred, it having increased tenfold 
between 1876 and 1900. In its present form the System only 
dates frcgn 1876 ; the enormous extension it has received shows 
how greatly such a method of making payments was required 
in a country with large business transactions, and in which 
cheques are but little used, notes and specie being generally 
employed. It was established as a means for facilitating pay- 
ments between persons in different parts of the empire, and for 
economising the use of specie in these transactions. In this it 
has been especially successful. The sums paid in specie have 
dropped from being 39*5 per cent, of the whole in 1876 to 
16*8 per cent, in 1900. It is true that the actual amounts 
paid in specie have largely increased ; they were 3 30,000,000 
in the course of 1876, and 1,372,000,000 in 1900; but while 
there is a substantial increase in most years during the whole 
period, the payments ui specie have not increased by any 
means so much as the total sums, which have increased from 
;^836 ,ooo,ooo in 1876 to ;^8, 182,000,000 in 1900. Hence 
while the totals have increased nearly tenfold, the payments 
in specie have increase^ only fourfold. The current accounts 
connected with this br^anch of the business have likewise 
greatly increased in number; from being only *3,245 in 1876, 
they have increased ton 5,347 in 1900. The average^ amount 
to the credit of these acc*ounts has also largely de^veloped ; from , 
being ;^3,i2,9>poo ia 1876, it had increased to j^2^,6ij)poo in 
1900. 

It is igiposeibte in this place to’ go more mjo detail on this 
Tpoint. Tlie ^advantage resulting; to business hag been^ extra- 
ordinary from th^ ccmvenience thus given in remitting money 

. M . 
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through book entry ^from one part of the empire to another. 
For example, if A B in Leipzic wishes to ipake a payment to 
C D in 'Berlin, "he can pay the amount into the office of ?fie 
Reichsbank ^at Leipzic, and on the following day the amount 
is credited to C D on his current account in Berlin. The 
person marking the payment need not have an account at the 
''bank. The transfers are made without charge. 

The "next point to be considered is the note circulation. 
It is needful to premise before commenting on thjs that the 
note circulation is a far more important factor in business 
transactions in Germany than it is with us. Here cheques, 
not notes,' are the recognised medium for business payments. 
If p, sadden increase occur& in the amount^ of cheq^’ies paid 
away jtio one takes any notice of it, or is even conscious of 
the circumstance. All that happens is that the clearing-house 
returns are augmented, and that the banks on which the 
cheques are drawn make provision for meeting them. This 
is merely a private matter between the banks and their 
customers. No one else is concerned. It is quite a different 
thing when notes are in general use, especially when, as in 
Germany, the issuing bank is compelled, before placing its 
notes in circulation, to make provision according to the law 
as to the reserves held against them, and is compelled also 
to observe whether or not the amount issued exceeds the limit 
allowed by the law. This was originally fixed in Germany by 
the Bank Act of 1875. By that law also the issue of small 
notes was discontinued. From and after the year 1876 no notes 
were allowed to be issued below the value of 100 marks (.2^5), 
and the bank was compelled to observe regulations as to the 
conduct of the business which were designed to cause it to 
keep its assets in as fluid a condition as possible, thus enabling 
it to be always ready to meet any demands which might 
be made on it, including those which might arise from the 
note circulation. 

The limit of uncovered issue — that is, -of npteJs beyond the 
amount agairis\ which specie and legal tend-;*'^money was re- 
quired to be held in certain proportions — was fix^d the Bank 
Law in 1875 at 12, 500,000 for the Reichsbank,' increased by 
the lapse of the issues of other banks^ to 14, 81 1,450 in 1896, 
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and by tlie Act of 1899 to ^22, 500, 000* As the last-named 
extension of the Iftnit, however, did not come ^ into force till a 
later period than that we are now considering, no further reference 
need be made to it here. The ^^rinciple is the saAie, whatever 
thei* actual amount may be. Beyond the fixed limif the ^Jank 
Vas allowed to put notes into circulation on payment of a t^ 
of 5^er cent, on the excess issue, with the proviso that specie 
to the extent of one-third of the total issue should always be 
Jcept in thft vaults of the bank, and that a*gainst the remainder 
good bills should be held. Though a charge of 5 per cent, was 
not high, it was sufficient to keep the bank from, desiring to 
exceed the authorised issue, and fgr thks reason : if the charge 
for the Advance •on which the excess issue was based 5 id*not 
exceed 5 per cent., the bank made practically no profit frOm the 
transaction. If, however, a rate sufficiently high to enable the 
bank to make a profit was to be charged, it would be so high 
as to discourage the would-be borrower from seeking to obtain 
the accommodation. It has hence been only on public grounds, 
from a desire to facilitate business generally, that the Reichs- 
bank allowed the legal limit of its note circulation to be 
exceeded. 

This system of allowing an issue of notes beyond the limit 
fixed by the laws on payment of a moderate tax on the notes 
put into circulation, was established in contradistinction to the 
English system, which, through the arrangements of the Act of 
1844, fixed an impassable boundary for the circulation of the 
Bank of England, and eventually annihilated the elasticity of 
the English note circulation. The German legislators observed 
that the absolute restriction of thf amount of the uncovered 
note issue of the Bank oT England on several occasions had the 
effect of intensifying crfses. The fear that t\\e Bank might 
reach the limit of its note circulation, and in consequence might 
be compelled to suspend th^ supply of its notes j^*which®through 
their legal-tender character stand on the same level ^s the' 
standard of value, had in critical •times caused ^p*anic-stricken 
multitude to throng to ttie counted lof the Bank of England, 
seeking, ^lile^it wastyet time, to provide th tinsel ves, through 
discounting bills, borrowing on stock and similar methods, with 
a sufficiency of the legahtender circulating medium. I^ order 



i64 variations IN RATE, BANK OF GERMANY [cH. xvi 

; t 

tiiat the panic might be appeased it has been necfessary in 
England, as we all know, to grant permission that the Act ^ of 
1844, which governs the lirpit of the uncovered note issiie, 
should, if necessary, be suspended, although it was only on 
one occasion, in 7857,* that\he law was actually infringed. 
^Permission to do this was given in 1847, i866.t 

These experiences, ar^d the dread of the injury hence resj^^Iting 
to trade, cauSed the authors of the German Bank Law to seek 
out a different way by which they might meet the ♦emergency, 
whenever it arose in an automatic manner, without needing 
to have recourse to parliamentary authority. They did not 
make the permitted amount of note circulation a fixed and 
rigid thingf, but they allowed the Reichsbank to exceed 'the fixed 
limit of its note circulation when the circumstances of trade 
required it. This power was, however, regulated by the 
iihposition of the tax of 5 per cent, as mentioned above, on the 
excess of notes beyond the limit. The Reichsbank was thus 
compelled to connect the fact that it had overpassed the legal 
limit with raising the rate of discount at least to 5 per cent. 

In considering this arrangement it must again be remem- 
bered how absolutely different is the place which the note 
circulation takes in business matters in Germany from that 
which it holds in England, where in times of difficulty the 
position of the Bank of England note as a legal tender, and thus 
as representing gold, causes it to be sought for. In Germany 
notes are employed generally where ^cheques are used with 
us for ordinary business transactions — for the common require- 
ments of the day. If they cannot be supplied all business 
comes to a standstill, hence as business developes the n 5 te 
circulation increases, and tends to pass beyond limits which 
were adequate twenty-five years agol 

The development of the note circulcttion is shown in Table 
29, p. i6g. The ^extent by which th*e Id^al limit was over- 
^ passed between 1881 — the first year in which an excess issue 
occurred — and 1900, is given in the statements* cfnpp. 169-171, 

* ' * - •' w 

* $ee statement, nnte, p. 89. . , 

t This subject- is also mentioned in Chapter IX., p. 88. The Acrof Indemnity 
required in 1857 is printed at p. 9i,^aiia the bill proposed in 1873 by Lord Sher- 
brooke to meet similar difficulties is printed at p. 9J>. * 
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The German Bank Law requires, in any ^e, that cash shouM 
be- held up to on^third of the note circulation. The average 
cover was in practice considerably more tlfen this, having 
been in 

« » * 

f Per cent. 


1876 

j^SSo 

1885 

1890 

1895 


W55 

76-47 

80- 57 

81- 41 

92 - 35 ’ 




# I9CX} 


7177 


Thus the requirements of the Bank Law were in this respect 
amply fulfilled. The limit of the uncovered note* circulation, 
owing t 4 ) the vast development of the* business of the empire, 
gradually became too narrow, as is shown by Table 29, p. 169, 
which gives the history of the growth of the note circulation. 
That this was not the cause of great disturbance to the busi- 
ness world arose from the fact that the Directory of the 
Reichsbank met the requirements of the time, which drov’»e the 
circulation above the legal limit, by raising the rate of discount 
to 5 per cent, only, and further, out of consideration to the 
general interests of trade, paid the tax on the excess out of its 
own resources. Thus the Reichsbank, while undertaking the 
whole responsibility for the excess issue, and the risks of the 
extended business which compelled it to be made, received 
little or no profit from the transaction, while it had to bear all 
the expenses incurred,, including the risk of bad debts. It was 
not, as will easily be understood, able indefinitely to continue 
this consideration for the common good. It has been stated 
recently that the customers of the Reichsbank have latterly had 
to pay the 5 per cent, duty on the bver-issues, and the amount, 
duration, and extent of the excesses over the limit increased 
so greatly after the year 1895, that in the course of the year 
1898 there were sir.teea, ap.d in the years 1899 and 1950 twenty 
occasions on which the note circulation exceeded the limits 
Between .189.6 and 1900 the Reichsbank had to^ay jtTae note- 
tax every quca:*i»r. In the yeas 1899 the excess continued 
during, Jjie wholtj of the fourth quarter oMhe year, and in 
• 1900 dunng the same period, except for one return, , 

In order to# make the wording of the note circulation of 
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the Reichsbank clea/^ it is advisable to point out the* essential 
difference between the manner in which pur own fiduciary 
Bank of England allowance, now 18,17 5,000, German 

allowance, originally of ;^i 2,500,000 and now of ;^22,500,000, 

' are treated.* The Bank of England “issues” the ;^i8, 175,000 
. permanently, whether the amount of bullion held is large or-^ 
small, whether the public requires the notes or not. The Bank 
of Germany pnjy issues the notes when they are wantecifand 
not permanently, exactly as it treats the excess is|ue. The 
Bank of England issues the notes which are not wanted' by 
the public to itself — they form the “reserve” of^the Bank. 
When the* “reserve ” is exhausted, no more notes can be 
obtained except by bringing in more bullion, which can be put 
behind a further iss.ue of notes, — and for this there is not time 
during a crisis, — or by suspending the law which regulates the 
nofe circulation. Our system thus creates an amount of legal- 
tender money in reserve which is absolutely limited in amount. 
The (German system has an equally available amount of issue 
in reserve, far less strictly limited, the amount of which is not 
shown in the published accounts. Beyond this there is the 
power of issue practically of any amount over the legal limit, 
provided that one-third of the amount of the notes in circulation 
is held by the bank in cash, and that the tax of 5 per cent, 
is paid on the excess issue. There are thus three^limitations 
on the note issue of the Reichsbank. The first is the legal 
limit, now ;^2 2, 500,000, the second ih^ tax of 5 per cent, on 
any excess over this limit, the third the necessity of holding 
one-third of the whole circulation in cash. 

The largest branches of the liabilities of the Imperial Bank 
have now been explained. The most^ important business on 
the credit side of the accounts of a note-issuing bank, and of 
the Imperial Bank in particular, is the discount of bills. 
Through^ its dealings with these securities, the bank not only 
finds the means for employment of the capital at its disposal, 
but alsQ ,for ijieeting demands which may be ma^e.qn it. On 
average nearly ♦ 80 per .cent, of its prefit is ebrived from this 
source, while, through the rapidity with which ,;the pills held 
. fall due,^ the bank can at any time supply itself witK cash by 

lii Reichsbank, Berlin, 1876-1900 (p. 8 ff.). 
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simply declining to discount and allowing the bills it holds to 
mature. The bills form the largest part of the provision made 
for meeting the demands which ^may be made on account of 
the notes. The bank is bound by law to hold in Jts coffers, in 
legabtender notes of the empird, in gold bars or foreign coins 
Valued at ifs. for a pound (German) of fine gdld, at least 
one^hird of the amount of the notes in circulation. Tife 
remainder of the amount of the notes must be* represented by 
discounted bills. 

The bank deals both with inland and with foreign bills ; 
of these, on average, 99 per cent, are inland bills, only about 
I per cent, usually being foreign bills. For the’*year 1900, 
howevej?, the pjoportion of the ’foreign bills dealt with ^was 
larger, being rather more than 3 per cent. -The actual ^figures 
of the bills held December 31, 1900, were as follows : — 


From Balance Sheet, Bank of Germany, December 3/, 1900. 

Bills due within fifteen days . ^^18,755,070 
Bills due at later dates . . 31,931,194 


^£50,686,264 

Bills on foreign places — 

England .... 3 » 734 ,I 20 

Other foreign places , . 39)159 

3 , 773)279 


Total . . ;C 54 , 459)543 


The great rapidity wit^i which the securities held by the bank 
can be turned into cash is obvious from this statement. It will 
be seen that one-third of the whole amount of the bills held 
became due within fifteen days. A very large proportion of 
the bills fall due witlyn even a •shorter time than this, the 
proportion being — 

Within 7 days . . . 19*6 per cent. 

Over 7, liut wiftin days . . ii*2 „ 

Over 14 days, l^t within 4 weeks . i 6’7 

Over 2 mcftths . . • 52*5 * » 

A^erS^ number of days the biljs collectively have to tun, 35 • 

Thus itgYill^be &en tjjat one-fifth of thd tqjal amount gf bills 
* falls due within seven days, and alput half, including these, 
within four Veeks. It iij difficult Vd imagine a bill-case of a bank 
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in better condition in* this respect. The large amount of bills 
held on England shows the importance whieh the Reichsba^k 
ascribes tb possessing the me^ns of checking any movement of 
the exchangee in favour of England, and which may draw gold 
*from Germany. As a rule, nbt less than 8o per cent, of the 
foreign bills*' held by the bank are bills drawn oi? England. ^ 
"^'Contemporaneously with the growth in Giro VerkeAr]^su 
ness and In the note circulation, the amount of specie held 
has largely increased* The following table shows |he yearly , 
average of the coin and bullion, commencing with the establish- 
ment of the Reichsbank. From 1894 onwards the 'manner in 
which the accounts have been made up enables us to separate 
the holdings in gold from the remainder of the ^specie. • 

TABLE 28. 


Coin and Bullion, 1876-1900. 


Date. 

• Gold held 

31st December of 

German Current Coin 
also held jist December 

Yearly average 
of published Weekly 

% Proportion 
of average 


each Year. 

of each Year. 

Returns. 

each year to 1676. 

1876 

£ 

2,144,170 

£ 

♦22,885,816 

£ 

25,529,644 

1876=100 

100 

1877 

3,597,363 

19,015,688 

26,155,178 

102 

1878 

2,004,126 

2,976,609 

21,601,193 

23,993,692 

24,703,583 

97 

1879 

29,71 r, 844 

116 

1880 

3,386,225 

22,736.639 

28,104,538 

110 

1881 

3,556,659 

22,170,518 

27,837,475 

109 

1882 

7 , 393*024 

20,548,404 

27,449,237 

107 

1883 

5,764,282 

22,164,870 

30,093,258 

29,586,246 

118 

1884 

3.590,755 

22,300,570 

116 

1885 

9,685,330 

21,226,709 

29,306,530 

' 115 

1886 

14,377,533 

19,097,954 

34,655,264 

136 

1887 

17,111,381 

21,230,575 

,38,618,130 

151 

1888 

21,815,444 

21,108,600 

24,496,533 

45,170,134 

43,579,583 

177 

1889 

12,233,435 

171 

1890 1 

11,826,844 

26,107,945 

40,050,956 

157 

1891 

•7, 691,253 

27,403,189 

44,689,455 

175 

1892 

16,231,622 

25,666,842 

47,103,709 

186 

1893 

16,911,652 

*22^975,239 

42,294,395 
. 46,716,380 

166 

1894 

35,721,800 

414,989,200 

183 

1895 

28,547,150 

14,106,700 

13:659,450 

, 50,588,150 

198 

1896 

26,569,350 

44,599,400 

176 

1897 

28,403,700 

12,924,100 

43,572,500 

171 

1898 

25,233,650 

12,387,300 

42,546,900 

167 

1899 

, 23,451,350 

11,593,950 ^ 

11,460,650 

41,271^,000 

161 

1900 

25, 05^1 ,300* 

, 40,856,850 

160 


A further d^^scriptiori of the details of the operations of the 
Bank of Germany is ,not required in this plqce. A sufficient • 

• ^ 

* From 1876 to 18^3 inclusive the gold coin held among “German Current Coin” is not 

stated separately. ♦ • 

t From 1894 to 1900 the amounts are sepa.Wd. 
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outline hds been given for the purpose proposed— the compari- 
son of the rate of discount ruling in Germany with that in the 
other countries referred to. , 

The following table shows what the deyelopcnent of the 
note circulation has been : — ' 

TABLE 29. 

Imperial Bank of Germany. Annual Averages of Note Circul^on, ,1876-1900. 


Date. 

Note Circulation 
Yearly Average. 

PropoiAion of each Year 
to 1876. 

1876 = 100. 

1876 

£ 

34,243,314 , 

100 

1877 , 

34,746,45° 

101 

1878 

31,132,084 


1879 

33,383,746 

97 

1880 

36,750,642 

107 

1881 

36,986,370 

108 

1882 

37,348,9o< 

109 

1883 

36,862,286 

108 

1884 

36,645,303 

107 

1885 

36,372,132 

106 

1886 

40,108,900 

117 

1887 

43, 030,813 

126 

1888 

46,652,116 

136 

1889 

49,365,708 

144 

1890 

49,194,085 

144 

1891 

48,583,303 

142 

1892 

49,236,812 

144 

’^93 

49,241,462 

144 

1894 

50,019,195 

146 

1895 

54,779,650 

160 

1896 

5^,174,850 

158 

1897 

54,285,200 

158 

1898 

56,229,700 

164 

1899 

57,087,600 

167 

1900 

56,928,050 

166 


I'here have been fro’m the year 1881 onwards many occa- 
sions on which the note issue has exceeded the legal limit. 
The particulars are as folloWs : — 

l88l. TSLcJgUTVON THE EXCESS WAS ;£l, 359 . the 4 MOU» 1 k:— 

Dec. . • • . ■ ‘ 

,1882. TfSLD»TY ON THE Excess was the*Average ;^785,234, 

THE Antf JJNTS . 

. ;£ 96 i.zo 5 t Clct. 7 

^ 4 


Sept. 30 
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1884. The Duty oc? the Excess was £hlo2, the Amount:— 

Dec. . ... ;^f,633,935 

1885. Thp Duty on the Excess was £ii1, the Amount: — 

Jan. 7 , . !' . . ;^i3o.766 

( L • 

, 1886. The Duty on the Excess was £1,^9, the Amount:— 

Dec. 31 ' ... 708,067 

f\ 

1889. The Duty on the Excess was 1,799, the Average, 

THE Amounts:— 

o 

Sept. 30 . . . ;^3,59i,2io I Dec. 31 . . • ;^5»473>88o 

Oct. 7 . . . 2,261,297 I 

1890. The Duty on '^he Excess was ^^16,392, the Average £2^^09^022^ 

THE Amounts: — 

Jap. 7 . ;,{^2,519,965 I Oct. 7 . ^5,210,240 I Oct. 31 . . ;£946,546 

Sept. 30 . ' 4,572,542 I Oct. 15 . 1,692,468 I Dec. 31 . 

1893. The Duty on the Excess was £2^000, the Amount:— 

Sept. 30 . . . . 9257885 

1895. The Duty on the Excess was 1,203, tub Average, ;^3, 583,667, 

THE Amounts: — 

Sept. 30 . ;£2,304,3 is | Oct. 7 . ;^i, 035,495 1 l^ec. 31 . ;^ 7 , 4 i 4 ,t 9 '> 

1896. The Duty on the Excess was £23,240, the Average, j^3, 7 18,410, 

THE Amounts :— 

Jan. 7 . £h79^^51^ I 3 © • £hV^AZ4 I Oct. 7 . . £^^9^7, 6^9 

March 31 . 2,200,411 | Sept. 30 . 5>977>928 | Dec. 31 . 6,707,431 


1897. The Duty on the Excess was ;^38,396, the Average £^, 09 $,$^!, 
THE < Amounts : — 


Jan. 7 
March 31 . 
June 30 . 

1898. The 

Jan. 7 
March 31 . 
April 7 . . 
June 30 
July 7 . . 
Sept, 30 . 


564, 55^5 Sept. 30 . ;^io, 291,4 77 Oct. 31 . ;^i,95i,2oi 

609,477 Oct. 7 . 8,551,835 Nov. 7 . . 354,184 

1,469,857 Oct. 15 . 3,513,282 Dec. 31 . 8,614,091 

DutV'on the Excess was ;^96,37o, the Average, ;^5,782,203, 
the Amounts: — 


;^3, 028,242 
3 , 523,912 
i,o44iw^53 

6 , 476,171 

3,286,168 

13,82^4,846 


Oct. 

7 . 

£l 2 , 092 ,cn 

Ncjjt 

15 

£i,i‘», 

995 

Oct. 

^ 5 * 

8,351,869 

Nov. 

23 

303. 

138* 

Oct. 

23 

‘5io68,s6o 

Nov. 

^ 3 \ 

«v >.83*. 

743 

Oct. 

31 

7,764,228 

'Dec. 

23 

• * t,S* 9 i 

,121 

No^ 

• 7 ^ 

'*1 6,518,472 

Dec. 

‘ i 

31 . 

• 14.147. 

.764 
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1899. The Duty on the Excess was Average, ^6,833,500, 


Jafi, 7 • ;^7»354,8 i 2 

Jan. 15 . 1,704,157 

March 31 . 5*495,286 

Ap{il7‘ • 2,631,028 

June 30 . 6,935,228 

juIy 7 . • 4,761,663 

Sept.^23 . 26,489 

1900. The Duty on thi 


THE Amounts: — 
Sept. 30 . ;iti8, 561,653 
Oct. 7 . in,i8o,528 

Oct. 15 . 10,212,781 

Oct. 23 . .•6,255,572 

Oct. 31 . 9,384,173 

Nov. 7 . 7,313,353 

Nov, 15 . 5,059,260 

® • 

Excess was 25,893, 


Nov.* 23 . ^£*2, 619,674 

Nov. 30 . 4,460,641 

Dec. 7 . • . 3,509,598 

Dec. 15 . 2,518,603 

Dec. 23 6,8<^,8 i 7 

Dec. 30 . 16,880,799 


AvfeRAGE ^(^6,042,847, 


• ^ 

Jan.^ . ;^io,45i,8o8 
Jan. 15 . ^ 2,385,019 

March 31 . 11,912,966 

April 7 . 6,720,991 

April 15 ^ 2,110,761 

April 30 . 1,65^,229 

June 30 . 7,932,165 


the Amounts:— 

July 7 . ;^2,052,405 

Sept. 30 . 14,626,562 

Oct. 7 . 12,439,982 

Oct. 15 . 6,586,9^51 

Oct. 23 . :?,348,976 

Oct. 31 . 6,933,702 

Nov. 7 . 5,807,101 


Nov. 15 . ;£^2,746,I25 

Nov. 30 . 1,153,649 

Dec. 7 . 110,585 

Dec. 15 . 476,682 

Dec. 23 ^605,412 

Dec. 31 . i 7 i 79S,87 i 


The total amount of duty paid to the Government during the twenty-five 
years (1876-1900) has been ;^474,272- . * 


The tables marked 25 and 26, pp. 156 and 157, describe 
the variations in the rate of discount charged by the Bank of 
Germany, and the number of days at each rate. In one respect 
the figures contained in Table 26 differ from those of any of 
the other banks in the fact that at no time has a lower rate 
than 3 per cent, been charged. With the Banks of England, 
France, and Holland, rates from 2 to 2^- per cent, have occurred, 
and with the Bank of Belgium 2^ has not been infrequent. 
So low a rate as 3 per cent, was not charged by the Bank of 
Germany before 1879, and it did not become frequent till 1886, 
and ^he years between that date and 1898. The 2,640 days 
dyrihg which collectively it was charged by the Bank of 
Germany compare with — • 

11,341 at 3 per cent, and under by the Bank of England. 

10,163 . „ » ^'rance. 

* 12,508 ^ „ „ Holland. 

10,623 ^ " » . Belgiumf 

4 per cent., bas^j^been the most usual rate charged *by the Bank 
of Germany, tha>rate h«iving been fixed for 11,077 days by it. 
Yhe mojg exlrem% rates have been charged for comparatively 
•short periods. Those above 5 ^^** cent, lasted at the Bank of 
Germany for 1,588 days^ as coyipared with 2,399 at the Bank 
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of England. And the Bank of England 141 of thi ;e days 
were at 10 per cent., a rate charged by no other bank during 
the period with which we are concerned. The study of T ible 27, 
p. 158, which, gives the number of days at each rate, sho vs very 
' clearly the measures which th^ Bank of Germany had 10 take 
• in o/der to'retain and augment the gold in its gossessioi * 

• ♦ , 7)ix on Excess Issiics. 

One of the propositions which has been made witfc the view * 
of mitigating the fluctuations in the rate of interest charged 
by the Bank of England has been the adoption of tin arrange- 
ment similar to that at, present in use in Germany, through 
which •the^Reichsbank is allowed to exceed the aiJthorised 
limit of its circulation, provided a definite proportion of specie 
to the actual issue is maintained, on payment of a tax of 
5 per cent* (see p. 163). But it must be remembered that this 
expedient, although it allows a greater measure of freedom to 
the Reichsbaiik, does not add a single 20-mark piece to its 
store of specie. Hence this measure, although well adapted to 
the business requirements of Germany, does not appear equally 
suited to our own case. A somewhat similar plan for the modifi- 
cation of the Act of 1844 was brought forward by Lord Sher- 
brooke (Mr. Robert Lowe) in 1873, but the bid he introduced 
did not obtain sufficient support to secure acceptar^^e from the 
House of Commons, t It was indeed hardly likely to do so, as 
it required the minimum rates for diocounts and temporary 
advances to be not less than 12 per cent., and the foreign 
exchanges to be favourable to this country before “a special 
and temporary issue of Bank of England notes ” on Governmeht 
securities could be permitted. It may be mentioned in this 
place that the Bank of England paid t6 the Treasury out of the ^ 
profits of the note issue for the year ended 31st March, 1902 — 
the latest statement to hand — 194, 880 3^. The Treasury thus 
^shares jn the profits of the issue. It is more likely to reap 
an advantage from this source when the rate charged for the 
privilege of “a special 'ancj temporary ‘Issue ”^s low, than when, 
as in the prope,sal made by Lord Sherbroc^ce, rate is 

* P'or further information respecting tk j* Bank of Gennany see Banker^ Mag^aztnes 
(August, 1902, and bt;fore). { t This hill is printed on pp. 93, 94. 



of many forms of business in .this country, not ‘ 

vidually, but of great importance collectively, have no idea 01 
tht injuriou; effect which high rates of interest produce on the 
prosperity of these industries, and how rapidly heavy charges 
exhaust all possible profits. This is especially the case when 
those engaged in them are people with'capitak contparatively 
small in proportion to the industries which they carry on. 
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The remarks on the variations of the rate of discount charged 
by the Bank of Holland will be best understood when preceded 
by a few remarks on its history, which will assist us to under- 
stand its position and the class of business it transacts. 

During the second half of the last» century many changes 
were made in the management of the Bank of Holland, the 
financial institution which has long exercised the leading 
influence over the monetary matters (>f that country. The 
cCxisting. bank was founded in 1814. Various plans, including 
the establishment of a* Banking Office for the intpoduction of 
an issue of bank bills,* date# as far b^k as 795, but twenty^ 
years, elapsed be^re ’satisfactory STiangemenls- could made. 
At the present time the J^residf nt and the Secretary are both 
appointed by the Crown. The/e office;fs are pfaid by the banki 

‘ 174 ^ 
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which owes much of its prosperity to the^6kill and ability exer- 
cised by Mr. C. Mees, President from about 1850 onwards, 
by his successor, Dr. N. G. Pierson, afterwards •Finance 
Minister of Holland, and by Mr. I^. P. Van Den Bprg, formerly 
Pr,esident of the Bank of Java,'who took u|) and now carries * 
•on the work of^Dr. Pierson. Besides the '"President an(J the 
Secretary there are four Directors, who are appointed by the 
general meeting of the shareholders With th^ agreement of 
the Commissioners. The Commissioners^ who also share in 
'the management, are appointed by a committee of fifty of the 
largest of ^he shareholders. It is their duty to examine the 
annual balance sheet, which they also sign, and th*eir sanction 
is necessary for the amount of the dividends. They pccupy 
in many respecfs much the same position ,as the “ Censors 
of the Banks of France and of Belgium. The president and 
directors are obliged to have their domicile in Amsterdam. 
Only Dutch citizens in the possession of full civic rights and 
holding not less than fifteen shares can be directors. The head 
office is in Amsterdam ; the branch at Rotterdam corresponds 
closely to the branch of the Bank of Belgium at Antwerp in 
its relative importance to the bank. Nearly 10 per cent, of 
the total operations of the bank were transacted in Rotterdam 
in 1900-1, about 55 per cent, was done in the other agencies, 
and 35 per cent, in the head office. There are seventeen 
agencies at*towns varying in importance from the Hague and 
Arnheim to much smaller places like Deventer and Meppel, 
one sub-agency, and seventy-two correspondents. The corres- 
pondents are divided into three classes. Discounts and loans 
o® advances on security can be obtained at the branch bank, 
the agencies, and the sub-agency, and the correspondents of the 
first and second class, of which there are sixty-two. Remit- 
tances and the powei; of receiving short draffs by means of 
“assignations,’’ thut iai of drafts issued by the bank, are 
allowed between all the., offices except those of the third class. ^ 
A charge of 3^ cents (say, sixpence), including* the stapyp duty 
payable to the Ck)verRment of 21 cents "(say, fourpence) on 
each transactu)n, irrespective of ametunt, has kept these trans- 
•actionslfbfn 6eing very numerous. The turnover in th^im was 
about /’26.noo.Qno -for the vefer .looo-^i. Chfcaues are not 
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much used in Holla/jd. The notes in circulation, short drafts 
and balances on deposit account at the banlf, must be covered 
by coin ^and bullion to the extent of 40 per cent. Loans to 
a considerable extent are made by the bank on merchandise. 
The discount business, though much smaller than that in 
' Belgium, is considerable. The law of August 7th, 18883 ' 
allowed the bank to buy bills payable abroad. This power 
has been used,, though not to a very large extent. These bills 
are sold when the Foreign Exchanges become unfavourable 
to Holland, and when this occurs are as useful to the bank as 
the possession of gold. The loans, advances, and discounts on 
March 31st, 1902, were about ;^8, 800,000, divided thus: — 

Inland Bills . . . ;^3,jOO,ooo’ 

Foreign Bills . . . 940,000 

Loans and Advances . . 4,400,000 

The total discounts for the year 1900-1 were about 
;^ 27 iooo,ooo. 

The capital and reserve fund of the bank may be 
reckoned as ;^2,ooo,ooo. Like the Bank of Belgium, it 
keeps in touch with the business of the country through 
the operations at its numerous agencies and correspondents, 
and it watches the foreign exchanges in the interest of the 
country, which is sometimes exposed to considerable demands 
for specie. As a rule, the balance of trade is in favour of 
Holland, and bullion accordingly flows in freely. But occasion- 
ally the tide turns, as was the case in 1882, when a strong 
demand for export set in, and the bank's stock of gold, which 
about the middle of 1880 had amounted to 80,000,000 of 
guilders {£6^666, 6oOy at 12' guilders decreased to belcw 
5,000,000 guilders (3^416,600). 

To protect the general interests of the country against the 
serious dangers thus threatened, a bill was passed (Act of 27th 
. April, 1884) empowering the Government,^ as soon as the state 
of the* currency should render it necessary, to ^withdraw from 
circulation and to sell -in the open mtv/ket silver coin to the 
amount of 25,000,000 of guilders {£2^08 ^, at i2^gs.«;^i), 
and to^ buy gold with the proceeds. Up to the present time, 
however, “there has never beeh any need to iput this measure 
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— ^which in the full sense of the term may^*be considered as the 
safety-valve of thei present currency system c^f Holland — into 
force.” The existence of this power, which may be regarded 
as the equivalent of a “Treasury Letter” to the Bank of 
Eagland in a crisis, has doubtless been of service to the Bank 
•of Holland in (Jifficult times, though the {Jrice of silver,^ and 
consequently the amount of gold bullion which could ^be 
purchased with 25,000,000 of guilders, i^ now (j:902)»less than 
half <of what it was in 1884, the price of silver having been 
45. 2i/. per oz. at the earlier, but only about i s, lod. at the later date. 
“The law pf 1884 is the unequivocal acknowledgment of the 
principle that the State is responsible for the maifitenance of 
the goldtvalue of the silver currency, and that it isione*of the 
first duties of every Government that has isiposed a standard 
of value upon its subjects to take every reasonable precaution 
in its power to prevent that standard from fluctuating.”* . 

Holland is the only country in Europe which has recognised 
this duty. The Bank of Holland has, as distinctly as^the 
Bank of France, endeavoured to keep an equable position 
both in ordinary times and in times of pressure. It is princi- 
pally a bank of discount, and declines anything that is not 
exactly trade paper — even of the most respectable houses. 
It has been able to maintain on average since 1845 ^be lowest 
rate of discount of any of the five banks whose operations we 
are now describing. The variations in its rate do not much 
exceed in number thqije of the Bank of Germany, and the 
extent of those fluctuations has on the whole been moderate. 

The number of changes in the rate of discount at the 
Bank of Holland has been 173, as against 161 at the Bank of 
Germany, in at the Rank of Frilnce, and 400 at the Bank 
of England, between 1844 and 1900. ^ ^ 

The number of days at the fate of 3 per cent, and below was . 12,508 . 61 

3J to 5 per cent, inclusife the^umljpr was . 7,184 * 35 

si per cent, up to 7 per cent., the highest charged . • . . 878 . 4 

, , ^ In all . V 20,570/,. 100 

® • 

The merchant "Mid^^quired di^ounts would have obtained 
this acg^mo^ation ,on^ the whole at more Reasonable terms 

* See article by Dr. N. P. Van den Ber^, “ Exchange between Holland and Dutch 
India,” ’Psilgrd.vt’i Dichonary of Political Ecofiomy^ vol. i. p. 773 *- 

N • 
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from the Bank of hfplland than at any other of the great banks 
of Europe. ^ < 

Similar tables to those prepared for the explanation of the 
transactions r of the other banks are given for those of the 
Bank of Holland. Table 30 gives the monthly averages^ of 
the minim'am rate, Table 31 gives the number of days at each 
raSje, and of changes in each year, from 1844 to 1900. 

' a TABLE 30* 

Monthly Averas:es of Minimum Rate of Discount of Bank of Holland 1845-X900, 
in groups of Ten Years, 1845-54, 1855-64, 1865-74, 1875-84, id85-94,«^and of 
Six Years, 1895-1900, with Summary Table, 1845-1900. 



< 184&-54. 

1855-64. 

1865-74. 

1875-84. 

Month.' 

Average for 
the Ten Years, 
£2 i8j. 4rf. 

Av. of 
Ten 
Years 
= '00. 

Average foi 
the Ten Years, 
\f>s. od. 

Average 
of Ten 
Years = 

TOO. 

Average for 
the Ten Years, 
£■i^^s. od. 

Average 
of Ten 
Ye»>cs= 
100, 

Average for 
the Ten I ears, 
£1 Ss. 2d. 

Average 
of Ten 
Years = 
100. 


£ s- 

d. 


£ s. 

d. 




£ 

s. 

d. 


January . 

3 1 

4 

JOS 

4 0 

4 

JO6 

476 

114 

3 

12 

2 

J06 

February . 
March 

3 0 

0 

JO3 

3 14 

II 

9 ^ 

3 8 

103 

3 

12 

2 

job 

'3 2 

5 

104 

3 13 

0 

gb 

3 13 3 

95 

3 

11 

8 

105 

April 

2 18 

3 

100 

3 10 

11 

93 

3 9 7 


3 

9 

II 

102 

May 

2 17 

7 

99 

3 12 

1 

95 

3 13 10 

<46 

3 

9 

10 

102 

June 

2 16 

0 

96 

3 II 

7 

94 

3 11 7 

93 

3 

4 

8 

95 

July 

2 14 

4 

93 

3 II 

0 

93 

3 13 0 

94 

3 

4 

0 

94 

August 

2 14 

3 

93 

3 10 

6 

93 

3 16 2 

99 

3 

3 

II 

93 

September. 

2 15 

0 

94 

3 II 

11 

95 

3 13 5 

95 

3 

4 

0 

94 

October , 

2 16 

10 

g 8 

3 19 

8 

J05 

3 17 I 

100 

3 

7 

6 

99 

November. 

3 2 

I 

106 

4 6 

4 

114 

446. 

IJO 

3 

9 

0 

101 

December . 

3 4 


no 

4 10 

1 

iiS 

436 

III 

3 

10 

9 

J04 

Difference : 

Highest and Lowest 

Difference ; Highest and 

Diffeiencv: Highest and 

r)iffercnce: Tliehestand 

Month, 9$. <^d. 



Lowest Month, X9X. -jd. 

Lowest Month. 17X. iif/. 

Lowest Month, 

8x. ^d. 

Mean of extreme Variations for 

Mean of extreme Vari- 

Mean of c.<lrcmc Van- 

Mean of extreme Vari- 

j 845-54> 8*5% 




ationsfor 1855-64, ii’5% jations for 1865-74, 'I'S/i 

at ion 

for 1875-84, 6*5% 



1885-94. 

1695-190). 

1846-1900. 

Month. 

Average for 
the Ten Years, 
£2 141. 6</. 

Average of 
Ten Years 
= 100. 

Average for 
the Six Years, 
£l ^d. 

Average of 
Six Years 

Average for the 
Fifty-six Years, 
£l 6j. 4at. 

Average of 
Fifty-six 
Years =100. 

January . 

£ d. 

2 17 2 

ios 

£ f. d. 
329 

101 

£ s. d. 

3 10 9 

t 

/06 

February . 

2 14 I 

99 

2 18 10 ' 

94 

370 

lof 

March . 

2 13 0 

97 

300, 

gb 

3 5 7 

99 

April 

2 13 0 

97 

2 18 8 

94 

3 3 9 

gb 

May 

2 13 6 

gS 

2 18 4 

• 93 

3 4 7 

97 

June . . 

2 12 0 

95 

2 18 8 

94 

328 

94 

July H. • 

2 12 0 

95 

3 3 i) I " 

idt 

3 2 II 


August . 

2 14 T 

99 

352 

JOS 

3 3 II 

gb 

September 

2 16 0 

102 

3 3 4 

102 

340 

gb 

October . 

2* 16 6 

JO3 

.362 

lob 

3 7 4 

101 

November^ 

^ 2 17 0 

105 J 

3 6 8 

107 

••3*11 3 

107 

December 

2 17 

. lob 

368^' 


3 12 9 

no 

Dr^Terence; Highest and Lowest Month, 

Difference : Highest and* 

vOifferenqe: Highest and 

id. 

Mean* of extreme ^Variations for 1885-94, 

Lowest Month, vx. ^tL. 

Mean of extreme Vari- 

Lca/est lor. id. 

Mean of extreme Vari^ 

5*5% 



afjons for 1895-1900, 7% 

# 

ations for 1845-1900, 8% 
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BANK OF HOLLAND. RATE OF qJsCOUNT. 

, Table 31. \ 

Chans^es in the Rate of Discount charg^ed by the Bank of Holland, and the Number of 
Days at each Rate in each Year, from September 5th, 1844, to December 31st, 1900. 



No. bf Changes 

• 

2 7, 

247. 

3 7. 

34 7o 

47. i 

44 7. 

5 7. 

s47. i 

6 7. 

647. 7 7. 

Total 

Years • 

• 

Rise ] 

Fall 

Total 

Days 1 

jDays 

Days 

Days 

Days 

Days 

Days 

Days* ! 

Days 

Dajl Days 

^ays 

1844 

No 

chai 

nge 



II7 

— 

— 

» 

— 

— 

k 

— 

>_ — 

• ^ 

117 

1845 

5 

— 

5 

— 

237 

50 

3 

— 

18 

20 

37 



36s 

1846 


2 

2 

— 

— 


— 

269 

— 

56 

40 

— 

— — 

365 

1847 

X 

— 

2 

— 

— 

— 

— 

306 

— 

59 


— 

— — 

36s 

^1*8 

I 1 

»3 


— 

— 

181 

— 

101 

— - 

84 

— 

— 

_ — 

366 

1849 

— 

I 

I 

— 

315 

50 

— 

— 

— 

— 

— 

— 

— — 

36s 

1850 

— 

I 

I 

298 

67 

— 

— 

— 

— 

— 

— 

— — 

1 36s 

1861 

No 

cha 

nge • 

365 

— 

— 

— 

— 


— 

— 

— 

— •• — 1 

365 


1852 No change 366 

18.53 2 — 2 299 

1854 No chailge — 

1855 2 — 2 — 

1856 3 — 3 — 

1857 538 — 

1858 — 6 6 — 

1859 No cha ngc — 

1860 No change — 

1801 2 — 2 — 

1862 22 4 — 

1863 426 — 

1864 54 9 — 

1865 65 n — 

1866 4 7 II _ 

1867 246 — 

1868 — 2 2 I — 

1869 5 — 5 ! — 

1870 4 8 12 1 — 

1871 — 2 2 I — 

1872 51 6 I — 

1873 4 1 c Q — 

- I 3 3 r- 

1876 — I I — 

1876 No change — 

1877 No change — 

1878 2 - 2 — 

1879 —2 2 — 

1880 No change — 

,1881 3 3 _ 

1882 *4 4 8 - 

1883„.^i 4 5 ^ 

100^ ^ 


1884 -- 

1885 _ 

1886 N( 

1887 N 

1888 N 

1889 N 

1890 4 

1891 — 

1892 — 

1893 4 

1894 _ 

1895 N 

1896 2 
189f — 

1898 — 

1899 4 

1900 ^ 


No change. 
No change 
No change 
No cha nge 
4 — 4 

“33 

— 1 I 

4 - 6 

— 22 


No change I -# 
2 

— I I — 

"4 - : •= 

-3 3 - 


14 63 ! — 

— 266 i 24 

~ 133 1 64 

258 48 II 


53 23 — 

57 33 28 

13 — 18 


— 50 

— I 


195 170 ! — 

185 50 i 22 

_ - 1 72 

S4 5S 26 

— I 10 
89 33 3 

32 “ - 

133 19 23 

73 125 24 

1 1 1 46 

14 20 8 

— 83 29 

317 14 17 


160 83 — 

112 3 O — 

6 48 31 

81 30 83 

206 32 34 * 


26 I — — 

185 j 16 16 

22 , 18 44 

59 1 7^ 76 


57 — — 

65 26 28 

48 — — 

217 7 16 

17 — — 


153 18 

20 73 


• 

I 87 17 T 7^28 4 '/57 ' 


30 32 

9 “ 


p 328 8 13 

13,030 2,104 651 


365 1853 

365 1864 

36s 1866 

366 1856* 

365 1867 
36s 1868 
36? 1869 

366 1860 
365 1861 
565 1862 

365 1863 

366 1864 

36s 1866 

365 1866 
36s 1867 

366 1868 
36s 1869 
365 1870 

365 1871 

366 1872 
36s 1873 
365 1874 

365 1876 

366 1876 
365 1877 
365 1878 

365 1879 

366 1880 
365 1881 
365 1882 

365 1883 

366 1884 
365 1886 
365 1886 

365 1887 

366 1888 
365 1889 
36s 18g0 
365 1891 

• 366 1892 
365 1893 

365 1894 

,36s 1895 

366 1896 
365 1897 
365 1898 
361; 1899 
3^ ,1900 


,399 1 367 I 226 I yo I 135 ^ 0 , 570 ! 
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Tilble 32 gijires the number of days at each Rate arranged 
Jrom' the highest number to the smallest, ‘and also arranged . 
l-orti the lowest rate to the highest. For further remarks see 
Chapter XIX., 190, and C|)apter XX., p. 203, which contain 
a general statemept of the more important business fluctuations 
here considered. • * 

' ' , ' tab'le 32. 

Bank of Holland— Rate of Discount— 1844-1900. The Number 0^ 
Days at each Rate, arranged from the highest numberlo the 
smallest. 


Number of Days (20,570). 

Rate Per Cent. 

Number of Days= 1,000. 

, 6.443 

3 


313 

f ^ 

4,737 

2\ 


• . S3O 

^ 3,030 

sl 


147 

2,104 

4 


102 

1,399 

5 


68 

1,328 

2 


65 

^ 651 

■ . 4 i 


32 

367 

• • Si 


18 

226 

6 


11 

150 

• . 


7 

135 

20,570 

7 


7 

1,000 

Bank of Holland- 

Rate of Discount- 

-1844-1900. The Number of 

Days at each 
highest. 

Rate, arranged from the lowest rate to the 

Rate Per Cent. 

Number of Days (20,570). 

Number of Days =1,000. 

2 

1,328 


65 

2j 

4,737 


230 

3 

. . 6,443 


313 

34 ■ 

3,030 


147 ' 

4 

2,104 


102 

44 

651 

. . 

. * 32 

,5 

1,399 , 

■« # 

68 

s4 • • 

367 


18 

6 

, . 226 

• . 

11 

-64 . , 

. iSo 


7 

7 

135 


7 
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The rate of discount charged by the Bank of Belgium has 
now to be examined. The government of this bank, which 
was. founded by the Act of May 5. 1850,* is practically 
in the hands of the '.State, in a manner closely corres- 
ponding U) that of thp Banks of France, of Germany, and of 

Holland. , • 1 

The Governor is appointed by the King, who may also^ 

suspend or discharge him. His salary, which- is^fixeJ by the 
King, is paid’by^liai„feank, and’the banb also provides him 
with a residepce, and furnishes it* -The Governor presides at 

•all codfilils a-hd mefetiligs, and sees to the eRforcemeat of all 

• • 

* Hence the year 1851. is the first coftiplete year of itsP operations. 

181 
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f 

laws and regularitionS(j It would be his duty to inform the 
Government of 1 any act of the council ‘'which might ^?e 
contrary \o the statutes, or adverse to the State, should any 
such occur. 'He has general authority over all the agents of 
the tenk, and must own fifty shares of i,ooo francs each (say 
;^4o) of the bank stock. The King also selects a deputy- 
gov>2-nor from among the directors of the bank, who acts 
instead of the Governor when he is absent. The Directors, 
six in number, are ohosen by the general assembly. They 
must be Belgian citizens, and reside in Brussels. Each director 
must own a-t least twenty-five shares, and cannot be on the 
administrative council of any other bank. Each director has 
the control*- of one department or more of the, business of the 
, bank, a,nd has authority over the officers employed there. The 
Administrative Council meets three times a week. It also 
advises with the Censors, who, seven in number, are appointed 
by the general meeting of the shareholders. The Council of 
the Censors has control over all the transactions, audits the 
books, and votes the budget of expenses prepared by the Ad- 
ministrative Council. The Governor, Directors, and Censors 
constitute the General Council, which meets once a month, and 
keeps the position of the bank generally under consideration. 
It also selects a Discount Council, which examines the paper 
presented for discount, and determines what to accept or reject. 
The business is thus carefully safeguarded. 

The Bank of Belgium differs from the Banks of England, 
France, and Germany, in the fact that it has, like the Bank of 
Holland, one preponderating branch — in the case of the Bank of 
Belgium, that at Antwerp — at which a very large proportion Of 
the business of the bank is ^one. The bank has branches afid 
discount offices in the principal cities of the provinces, and in 
those other places where the Government' considers it advisable. 
The bank confines its operations to tommerclial paper, and does 
lUot discount bills drawn on a bank. It buys bills on foreign 
centres«-^as London, Paris, and Amsterdam. Including Brussels 
and Antwerp, there are forty-one offic^ hi^all; these include, 
places which ar^ important business qen^res,' %e CJj^rleroi, 
Ghent, ‘Li^ge,' and Verviers, . and very small towns like' 
Pdruwelz and Wavre. 
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Discount offices, Comptoirs d'Escon^te^ tare established 
wJj^rever the interests of trade render this necessary. At these 
offices bills which conform to th^ requirements of the statutes 
of the bank are discounted, E^ch office is responsible for the 
pa'{)er in which it deals. Facilities for discount are given at 
most of the agencies of the bank. Discount offices are in 
some instances maintained in ^ places which carry on ifaeir 
business through the medium of the posf, corresponding in this 
with the ^ Villes rattach^es in connection with the Bank of 
France. Under these circumstances it may well be understood 
that the operations of the discount offices which are responsible 
for the paper they admit to discount ^are carefully conducted 
and walthed. . * • ^ 

The country discount offices of the Baak of Belgyam are 
institutions so peculiar in character that a few words of ex- 
planation arc advisable. They are private partnerships, Soci^is 
en nom collectif, ‘‘the title of the firms comprising the name of 
one or more of the partners, and the liability of each Being 
unlimited.” (See article on SocUtds Commerciales in Palgrave’s 
Dictionary of Political Economy?) The members, or adminis- 
trators, of these firms are approved by the bank. They are 
responsible for the due payment of the bills discounted by 
them. They do a large business. During the year 1901 
they discoiyited collectively 1,968,897 bills for an amount of 
^44,205,960. The share of the discount, Del Credere^ which 
the bank received foi* these was .^173,235 ; the share which 
the offices received was /’43,388. 

Del Credere means in this reference an extra commission 
rfeceived by a broker who undertakes to become surety for the 
*sdt^ency of the customer for whom he transacts business.* 
During the year 1901 more business, as is not unusual, was 
done at Ihe country •discount offices than at the head office. 

This is shown by* the ’detaiils of the business in 1901 

. • 

(Amounts in francs converted as 2^=^ throughout this statement.) 

••• • ••• 

The branches . 1,968,597 bills for ;£^44»205,956 

Antwerp diyount^d . . . • *43,11^ „ i5>976^649 

discounted* . ' . • i>657,972 4i»874>4S4 

* • • 

See transljition^f tha Report of the Bank of helgium in the Banker d Magazine 
for November, 1902.- 
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In the total amoijnt olf discounts the operations 

Af the country offices represented . 43 per cent. 

Those at Antwerp . * . .16 „ 

Those it Brussels . ^ . . 41 „ 

' As the 'same rate of discount obtains at all the offices, the 
National Bank of Belgium is closely in touch with the business 
of the country. < The' regulations as to the note circulation 
direct that the bank .shall maintain a stock of specie in hand 
equal to one-third of the combined amount of its bank ^ote 
circulation and other obligations at sight ; but the Minister of 
Finance may at his discretion set aside this obligation, and 
author^e the bank to work below the one-thi(d limitji* Thus 
the baqk is practically free in respect of its issues, and in 
1901 the specie and bullion held averaged ;^4, 500,000, and the 
fiduciary note circulation ^*23,500, 000. 

With reference to the date to which this statement is carried 
in thfe case of the Bank of Belgium, as the bank was not estab- 
lished till the year 1851, while the operations of the other banks 
referred to in these pages go back to earlier dates, an exact 
comparison of the number of the changes in its rate with those 
of the other banks is not possible. For the period during 
which it has been at work, its fluctuations have corresponded 
very closely in number with those of the Bank of Holland ; it 
has not been quite as free from changes as the Bank of France, 
but it compares well with the other baniks in this respect, as 
well as in the moderation of the rates of discount charged. 

While these moderate charges have been maintained, the 
reserve in specie of the Bank of Belgium has never been 
large in proportion to its operations. ■« The current accomits* 
were ;^3, 600,000 to the credit December 31st, 1901, and the 
bills discounted were 19, 100,000. With notes iri circula- 
tion at the same date ;i‘26,ooo,ooor thd coiA and bullion held 
tStood at ;^'4,6 oo,oo 6, less than one-fifth qf the notes in the 
hands cLthe public. The bai^kTas been enablejd lo carry on 
its operations with 'this comparatively bullion reserve^ 
through its skilly in discounting, „and through tSie po^er of 
regulating the foreign exchange, s which it possesses* by means * 
of the quantity' of foreign • paper wl\ich*it 'holds. In the 
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balance-sheet of December 31st, 1901 (p. 20^7), the bills dis- 
cqunted stood at 19, 100,000; of this sum the foreign bills 
held amounted to ;^6, 500,000. Jhrough holding these drafts 
on other countries the council^ of the bank has the means 
of operating in any direction when the ekchanges are un- 
favourable to Belgium. The moderate 'rates of discount 
charged and the comparativejy small range of fluctniytion 
show how carefully, especially of late* years, the -Bank of 
Belgium has maintained this power. . Roughly speaking, 
one-ilfth ^part of the bills it has dealt with during the last 
twenty years have been on foreign countries. A statement 
is likewise given of the average fiduciary note circulation — 
the amcunt 0/ which has greatly increased, ^:)artjcularly 
during the last twenty years. The considering the manner in 
which these points have been managed and the low rate of 
discount which has been charged will enable us to appreciate 
the caution with which the Bank of Belgium has conducted its 
operations : — 

Total Operations in Discounts. 


Year. 

On Belgium. 

On foreign Countries. 

Total. 

£ 

1851 . 

3,248,000 

... 

7,440,000 

i860 . 

29,176,000 

... i.mofioo 

30,296,000 

1870 

48,200,000 

... 5 , 272,000 

. 53,472,000 

1880 , 

65,880,000 

... 13,001000 

.. 79,784,000 

1890 . ^ 

78,344,000 

... 15 , 876,000 

94,220,000 

1900 

. 109,988,000 

... 27 , 728,000 

•• 137)716,000 

1901 

I 02 , 05 J ,000 

... 32 , 776,000 

134,833,000 

Year. 

Average Fiduciary Note Circulation. 

£ 

1851 



1,268,000 

i860 



4,472,000 

1870 

* 


7,488,000 

1880 


. 

12,544,000 

1890 



15,292,000 

1900 



23,060,000 

1901 


• • 

23,970,080 


The rate of -if^-iscount charge^ by thje Bank’ ot Belgkim has 
generally been rrif^^^te, more than half— 10,623 days out of 
the ig.,262 (fays Vhich hav$ elapsed belweqn 1851, th^ first 
complete year of the bank’s, operations, and i900-*-having 
been at 2^ pSr cqpt. 
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The number •of ^ys at these rates, compared with the 
other banks under notice, is as follows : — * 


No. of Days. 


^ r 

Belgium 

10,623 out of 18,262 

. s 8 per cent, of total. 

England 

■ 11,341 „ 

fo, 57 o 

• 55 » »> 

/ranee • 

■ '10,163 „ 


49 iff ff 

Germany 

• 2,640 „ 

»> 

• » »» 

Holland 

• 12,508 „ 

* 

. d/ „ „ 


* • . Days. % 

The number of days at the rate of 3 per cent, and below was 10,623 . 

34 5 per cent, inclusive the number was . . . 6 , 76 ^ . 31 

per cent, up to 7 per cent., the highest charged 872 . 5 

In all . . i8,2&2 . 100 

In ©ne “other point also the Bank of Belgium stknds to 
c advantage as compared with the other banks — this is in the 
small number of rates charged. 

c 

At the Bank of Belgium 9 rates have been charged, varying from 24 to 7 % 
At the^ Bank of Holland it „ „ ,, ,, 2 „ 7,, 

At the Bank of Germany 1 2 ,, „ „ ,, 3 „ 9,, 

At the Bank of France 14 » » n 2 „ 9 „ 

At the Bank of England 15 „ „ ,1 2 „ 10 „ 

The Bank of Belgium has thus kept its variations in rates 
within more moderate bounds than any of the other banks 
named, except the Bank of Holland, during the pjtriod under 
notice. This in the case of Belgium is somewhat shorter than 
in the case of the other banks. • 

Table 33, p. 187, which contains the monthly averages of 

the rate of discount charged, Table 34, p. 188, and Table 35, 

p. 189, which give the number of changes in the rate eff 

discount charged by the Bank of Belgium, and the numl56r" 

of days at each rate in each year, and also the number of 

days at each rate taken collectively, — show very clfearly the 

course of action taken by the bank.* ' * 

» 

* For further information respecting the^Bank of Belgium see Banker^ Magazine 
for August, 1901, atid November, 1902. ' 
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TABI| 33 . 

» 

Monthly Averages of Minimam Rate of Discount of Ba^k of Belnum 1891-1900, 
• in groups of FcHir Years, 1851-54, and Ten Years, 1855-64, 1865-74, 1875-84, 
1885-94, and of Six Years, 1895-1900, with Summary Table, 1851-1900. ^ 



1861 - 64 . 


1855 - 64 . 

• 

1866 - 74 . • 

• * 1876 -S 4 . 


Amagefor the 
Jbur Years, 
£3 7 ^- 

Av. of 
Four 
Years 
= 100. 

Average for 
the Ten Years, 
nr. 11^/. 

•<0 > 

M ft -*< 

II 

Average fcf 
the I’en Years, 
£1 13J. ii/f. 

Average 
of Ten 
Years = 
100. 

Average for 
the Ten Years, 
Ll 7 f. 9 ^- 

Average 
of Ten 
Years = 

TOO. 

January . 

£^s. d. 

3 10 0 

104 

£ s. d. 

3 14 2 

103 

{. d. 

3 12 6 

9 c? 

£ s. d. 
?I2 8 

107 

February . 

3 10 0 

104 

3 12 6 

lOl 

3 ^ 10 

93 

3 7 4 

9 ? 

March 

^3 10 0 

104 

3 10 I 

gS* 

366 

90 

3. 5 0 

96 

April 

3 10 0 • 

JO4 

369 

93 

3 9 10 

95 

348^ 

g6 

May. 

395 

104 

390 

gb 

3 14 8 

%iOJ 

362 

98 

June. 

3 5 0 

97 

3 8 10 

96 

3 14 10 

101 

3 I 4 

90 

July. . 

350 

97 

3 7 9 

94 

3 15 I 

103 

3 I 0 

go 

August 

3 5 0 

97 

3 7 I 

93 

3 15 7 

103 

329 

93 

September 

350 

97 1 

3113 

99 

3 »2 10 

9 <? 

3 .7 5 

99 

October . 

350 

97 

3 14 9 

104 

3 17 10 

los 

3 II 6 

106 

November. 

350 

97 

402 

113 

420 

111 

3 18 5 

116 

December. 

350 

97 

3 19 II 

111 

3 17 2 

103 

3 14 2 

*110 

Difference : Highest and Lowest 

Difference : Highest and 

Diffcrenc c : Highest and 

Difference : Highest and 

Month, SJ. 

Mean of evtremc Variations for 

Lowest Month, 13J. 5^ 
Mean of evtrenie Vari- 

Lowest Month, isf. td 
Mean of extreme Vari- 

Lowe.st Month, I7^. ^d. 
Mean of extreme Vari- 

185T-541 3 ’ 5 "i 



ations for 1855-64, g’s "1 

ations for 1865-74, lo’S/- 

ation.s for 1875-84, 13% 



1886 - 94 . 

1855 - 1900 . 

1851 - 1900 . 

Month. 

• Average for 
the Ten Years, 

£1 If. td. 

Average of 
Ten Years 
= 100. 

Average for 
the Six Years, 

£3 5^- ^ 4 - 

Average of 
Six Years 
= 100. 

Average for 
tlie Fifty Years, 
£3 8f. td. 

Average of 
Fifty Years 
= ioa 

January . 
February . 

March 

April 

May 

Jung* 

July 

August . 
September 
October . * . 

November 
December 

£ s- d. 

369 

320 

2 17 II 

2 17 0 

2 19 0 

2 18 0 

2 18 7 

2 19 0 

2 19 1 
329 

3 5 W 

3 6 10 

log 

101 

95 

93 

97 

• 96 

• 97 

97 

• 103 

loS 

* log • 

£ s. d. 

3 8 5 

3 4 I 
328 

3 I 10 

3 3.4 

3 4 4 

3 4 5 

3 3 4 

3 3 4 

3 6 10 

3 8 4 

3 9 10 

103 

99 

gb 

95 

97 

99 

99 

97 

97 

103 

los 

107 

t 

£ s. d 

3 II 0 

3 7 4 

3 5 I 
348 

3 6 II 

3 5 7 

3 5 5 

358 

. 3 6 II 

3 10 7 

3 14 8 1 

3 13 3 © 

104 

99 

95 

gb 

97 

g 8 

104 

no 

108 

Difference: Highest and L#west Month, 
gr. icM^. 

Difference: Highest and 
Lowest Alonth, 8f. 

Mean of cxtrlmc Vari- 

Difference : aHighest and • 
^'.owest Month, loj. 

Mean of extreme Variations for 1885-941 

Mftin of fxffeme Vari- 



p ■ 

ations for 1895-1^, 6 % 

ations for 1851-1900, 7'5% 
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BAN» OF ^IXaOM. RATE OF DISCOUNT, 

Table 34. * 

CbangcE in the 'Rate of Discount charged iby the Bank of Belgium, and the Number of 
Days at each Rate, in each Year, from January ist, 1851, to December 31st, 190a 
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TABLE 35. 


Pffnir of Belgium— Kate of Disqount— 1851-1^. The Number ol 
Days at each Rate, arranged from tttfe highest niumber to the 
smallest. 


Numfer of rf»ys (18,262). 
7.4^4 
3.»69 
3 . 0*7 
%,426 
681 

643 

473 

372 

27 


Rate Per Cent. 

3 

: 3I 

5 

4 

6 

5i 

7 


Number of Days = 1,000. 

408 

174 

165 

1 ?^ 

37 

35 

26 

. . 21 
2 


18,262 


1,000 


p^nlr of Belgium— Rate of Discount— 1851-1900. The Number 0 
Days at each Rate, arranged from the lowest rate to th< 
highest. 


Rate Per (^nt. 

4 

3 

3i 

4 

4i 

5 

5i 

6 

z 


Number of Days (18,262). 
37I69 
7,454 
2,426 

3,017 

643 

681 

372 • 

473 

27 


Number of Days= l,ooc 

174 

408 

132 

165 

35 

37 

21 

26 

2 


18,262 


1,000 
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I rAUc. 

from 1844 to 1900 grouped together, so 
as to show the extent of the Fluctua- 
tions and the number of years in which 
these Fluctuations occurred . . 198 

Demands on Reserve of Bank of England 198 
Division of Issue Department and Bank- 
ing Department separates the Resources 
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Regulations of Act of 1844 compel Pur- 
chase of Standard Gold, whether 
needed or not . . .199 

This may lead at times to unnecessary 
accumulation of Specie and consequent 
Low Rales . . • • JQV 

Deficiency of Fluidity in Securities held 
by Bank of England .f . .199 

Bills Discounted and Short Loans at the 
Bank of England . . . 199 

Influence o' Bank of England over 
Market formerly greater than now . 199 
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Banks . . . 2oo-2oe 

Capital of Bank of England compare^ 
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tioned r . ... 200 
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Arrangemenii which assist other Banks to 
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occurring at Bank of England . . 202 


f ^ *\ ' I 

We are now in a position to .compare the*4i!totuations between^ 
the rates charged by" the Bank of England and by the^pther 
great banks of jfurope, and alsq the fluctuations in the proper- ' 
tions between the reserve andihabilities of th€ Ssti^ikySn the specie 
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held by the Issue Department, in its note cireulation, in the English 
country note circulation, in the Scotch and Irish note circulation, 
and in the returns of the London Clearing House. The history 
of all these movements is contained in the tables in this volume, 
hut for the convenience of readers who m;jy find it laborious 
tp grasp the njeaning of the masses of figures \yhich It has 
b'^n necessary to employ. Table 36, pp. 192-3, is now added, 
containing a summary of the rrtain tablos which fprm the basis 
of this statement. References to the original table whence the 
information is taken, with its number and that of the page 
where it will be found, are given for the assistance of those who 
desire to study the subject completely. With each summary a 
column ^f proportional figures has been provided, showmg the 
arithmetical mean of the extreme variations, during each* period. 

This method has been employed because the differences are 
sometimes between rates of interest, such as those charged^ by 
the Bank of England and other banks, and sometimes between 
specific amounts, such as those of the reserve and liabilities, of 
the specie in the Issue Department, and of the note circulations 
analysed. The reader is thus assisted in making the com- 
parisons he may desire to draw between each series of figures. 
The periods examined are the same throughout the whole 
series, being the decades from 1845 to 1894, the six years from 
1895-1^00, and the total period from 1845—1900. The only 
exceptions \o this rule are, as has been pointed out before, 
the operations of the,Bank of Belgium, which only date back 
to 1851, and those of the London Bankers Clearing House, 
which only date from 1868. These, though not extending 
(jxactly over the same periods, are yet brought as far as 
. possible into corresponding divisions for facility of reference. 

The first point that, will strike the reader is that the varia- 
tions of the rate of djscount at the Bank of England have beer 
far more severe since »the ^ears 1845 -1854 than at any othei 
of the five banks quoted, whether these are examined into ir 
groups of decades* or tor tlje whole^ period. ^ The ^columi 
attached to ea«h^,ta-ble showing^ the , mean of the extremi 
’variations dyring, each period take*i brings out the facts^ ver 
. cleari^. Thb rate'charged "bjr the Bank of *Franre has beei 
the most ui^yjcjxs^but though rfip rates in Germany, Hollam 
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. ' TABLE 36- 

SanunuT of Floctiwtions, Rites of Discount, Bsnks of England, Fmiiw, 

T.iahiiiti»s And Resefve. Enfirlish Countiy Note Circulation, London 


f 

Bank of England Rate of Discount 
{see Table la, p. 97)* 

.Bank of England 
T iON {see Table 

fiOTE CniCULA- 
6, p. 70). 

f 

\ 

Years. 

EifFerence between 
the Highest Month 
and the Lowest 
Month. 

Mean of the extreme 
Variations during 
each Period. 

Differep'ie between 
the Highest Month 
and the Lowest 
Month. 

Mean of the . 
extreme V Ux- 
ations during 
each Period. 


£ s. d. 

7, 

£ 

7. 

1845-1854 . 

. 9 5 

7 

1,351,000 

3'5 

1855-1864 . 

I I 7 

ii'S 

1,562,000 

A. 

1865-1874 . 

166 

n‘S 

1,991,000 

4 

1875-1884 . 

I 3 8 

iS'S 

1,509,000 

^'5 

1886-1894 ... 

1 12 I 

^5 

1,914,800 ^ 

4 

1895-1900 . ’ . 

I 6 I 

21'5 

2,127,000 

4 

Total Period, 1845-1900 

19 2 

i3'5 

1,466,000 

3 


Bank of France Rate of Discount 
u {see Table 21, p. 142). 

Bank of Germany Rate 
OF Discount 
{see Table 25, p 156). 

Bank of Holland Rate 
OF Discount 
{see Table 30, p. 178). 

Years. 

Difference 
between the 
Highest 
Month and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Period. 

Difference 
between the 
Highest 
Montli and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Period. 

Difference 
between the 
Highest 
Month .and 
the Lowest 
Month. 

Wean of the 
extreme 
Variations 
during each 
Period. 

1845-1854 . 

1865- 1864 . 

1866- 1874 . 

1876-1884 . 

1885-1894 . 

1895-1900 . 

s. d. 

4 0 

X9 5 

10 I 

11 o 

1 4 0 

1 ^ 

7 . 

2'5 

10 

9 

3 'S 

6 

£ s. d. 

5 0 

13 2 

14 3 
18 8 
17 8 

I 10 0 

1. 

3 

rs 

8 

11 

12 

18 

s, d. 

9 9 

19 7 

17 II 

8 3 

5 5 

6 4 

7 , 

S'S 

irs 

6'S 

5 'S 

7 

Total Period, 1845-1900 

1 8 2 

1 

5 'S 

13 3 ^ 

8 

\ 

10 I 

8 


SCOTCH NOTE CIRCULATION AND SPECIE HELD AGAINST IT 
Table 15, pp. Ti8-iao and Table 17, pp. 124-131). 


Years. 

Note C;kculation. | 

Specie Held against it. ^ ^ 

Difference between 
the Highest Month 
and the Lowest 
Month. 

Mean of the r- 
extreme Variations 
during each Period. 

Difference between 
the Highest Month 
and the Lowest 
* Month. 

Mean of the 
extreme Variations 
duiing each Period. 

V. 

£ 

7 o 


7 , 

1845-1854 . 

559,000 

S-S 

198,000* 


1856-1864 ‘ . ... 

704,000 

8 'S 

295,000 

05 

1865-187r^ . 

811,000 

8 ^S 

511,000 

8 

1875-1884 . 

a, 072,000 

95 

8ig,ooo 

/o 

1885-1894 . 

1,094,000 ' 

9 

^ '**§45,000 

105 

1895-1900 

i., 38 o,ooo. 

95 

i,p^,ooo 

II 

Total Period, 1846-190(}. 

839,000 

^ 8 'S 

\ 

568,000* 

ii 5 


* From 1846 in fbe case of the Specie held. 
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TABLE 36 {continutd). 


Kollaod and Belnum, •Note Circulation Bank of Engfland, Bullion in Issue 
Btfokers' Clearing House Returns, Scotch and Irish Note Circulation, and specie held. 


Bullion in the Issue Dephrt- 

klENT OF THE BaNK OF ENGLAND 
^ {ste Table 7 , p. 7 O. 

1 

Liabilities of the Bank of 
England S 
(see Table 11 , pp. 82 , 83 ). 

Reserve of the Bank of England 
(sce^SLh\t ij, pp. 8 a, 83 ). 

[)i&rence between 

Mean oftthe 

Difference between 

Mean of the 

Difference l?etween 

Meaf of the 

Pr^rtion 
of Reserve 

fiSMiliEhest Month 

extreme Vari- 

the Highest Month 

extreme Vari- 1 

1 the Highest Month 

extreme Vari- 

to Liabili- 

andTbe Lowest 

ations during 

and the Lowest 

ations during 

and the Lowest 

ations during 

tieu[ 5 M 
Tttble II, 

P- 82 X 

Month. 

each Period. 

Month. 

ea(^ Period. 

Month. 

§ 

each Period. 

• • 

1 

7 . 

£ 

7« 

£ 

7 o 

7. 

885,000 

3'5 

3,109,000 

9 

2,0«4,000 

IJ 

62 

1,48^000 j 

5'S 

1,862,000 

S 

2,038,000 

12 

42 

1,867,000 

4‘5 

3,712,000 

7 

2,449,000 

\ lO'S 

43 

2,940,000 

5'5 

5,053,000 

8 

2,837,000 

9'5 

44 

3,909,000 

• 8 'S 

5,201,000 

7'5 

3,432,000 

V 

46 

3,982,000 

6 

7,505,000 

7 

^5,372,000 

JO‘5 

51 

2,005,00Q| 


3,914,000 

\ » 

7 

2,460,000 

« 

% 

• 46 


Bank of Belgium Rate 
OF Discount 
(see Tabic 33, p. 187). 

Country Note Circula- 
tion OF England 
(see Table 8, p. 75). 

Clearing House Returns 
(see Table 18, p. 133). 

• 

Difference 
between the 
Highest 
Month and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Period. 

Difference 
between the 
Highest 
Month and 
the Lowest 
Month. 

Mean of the 
extreme 
Variations 
during each 
Period. 

Years. 

Difference 
between the 
Highest Month 
and the 

Lowest Month. 

ft 

Mean of the 
extreme 
Variations 
during each 
Period. 

s. d. 

7 , 

£ 

X 


£ 

7 . 

5 0* 

35 

636,000 

45 




13 5 

95 

5^3,000 

5 




IS 6 

JO'S 

549,000 

55 

1868-1874 

102,112,000 

rs 

*7 S 

^3 

443,000 

55 

1875-1884 

115,386,000 

J 2 

9 10 

8 

262,000 

\ 55 

1885-1894 

95,489,000 

85 

8 0 


240,000 

: ^ 

1895-1900 

113,815,000 

85 

10 0* 1 

75 

465,000^ 

i ^ 

1868-1900 

80,397,000 

75 


* From 1851. 


IRISH NOTE CIRCULATION AND SPECIE HELD AGAINST IT 


{see Tabic pp. 121-3, and Table 17, pp. 124-131). 


Note Circulation. | 

• Specie Held against it. 

Difference between the 

Mean of thg extreme 

Difference between the 

Mean of the extreme 

Highest Month and the 

Variations during each 

Highest Month and the 

Variations during each 

Lowest Movth. 

Period. 

Lowest Month. 

’ Period. 

£ 

* a 

7 o 

^ . ft 


999,000 

9 ft 

262,000* 

8 

1,005,000 

* 8 

302,000 

ft 7 • 

1,294,000 

95 

• 518,090 

/o • • 

1,340,000 

95 

512,000 , 

85 

974,000 

’ 75 

401,060 

(>5 

1,057,000 

8 

422,000 • 

7 

K 4^,000 

85 

352,000* 

• 

. 7 • 


^rom 1846 in the case of tffe Specie held. 
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and Belgium have npt been so uniform as in France, none of 
these banks show anything like the same extremes of variation 
as are found in England. ,Nor are such fluctuations found 
in any other business mover/ients in England of which we 
possess any indications as, for instance, in the proportions 
between the reser>)^e and liabilities of the Bank or of the spej^,ie 
in the Issue Department. ^ 

The fTncttiations in the London Bankers’ Clearing House 
returns, which represent the amount of business passing from 
month to month, do not show any variations so eictreme as 
those of the discount rate of the Bank of England, nor do 
the figures of the note circulation of the Bank of England, nor 
those, of the English country note circulation, exhibit any 
similar movement. This last, though now greatly shrunken 
from the position it once held, yet reflected closely while it was 
more general than it became of recent years the requirements 
of English provincial business, and did this very distinctly when 
the note circulation extended more widely over the country. 
The returns of the Scotch and of the Irish note circulations show 
considerable fluctuations, but these also are not so extreme as 
the fluctuations in the rate charged by the* Bank of England. 

It should be added that these summary tables were brought 
together thus with the view of examining whether any corres- 
pondence of fluctuation might be found. The only place in 
which such a correspondence exists is in the fluctuations of the 
Scotch and Irish note circulations, which, through the operation 
of the Bank Acts of 1844-5, are brought to bear directly on 
the reserve of the Bank of England. The autumnal drain 
also must be remembered (see Chapter XIV., p. 138). , 

It is well to mention here that these tables were originally 
drawn up in much greater detail, principally in annual, some in 
monthly averages. In this shape, while the infornfation con- 
tained dn them was very instructive, 'the/ were so cumbrous 
that publication was not advisable. The comparison has there- 
fore been shown between tfie ‘fluctuations in the decades into 
which the various tables ar,e divided becai^sef’ this was the most 
convenient metjiod of placing th/i information ^bofore the reader 
in a succinct form. These tables show* that the* fluctuations in 
the rate charged by the •Bank of Engtafri-^have been far 
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greater, more rapid, and more extreme t^^an at any other bank 
in Europe. • 

To make this point perfectly .clear Tables 37, p. *196, 38, 
p, 197, and 39, p. 198, have been prepared Table 37 shows 
the number of variations in the rate of disco&nt charged by all 
tb§ five banks fn each year from 1844 to 1900^ Table 38 
the lowest and highest rates ^^nd the extent of fluctuation; 
and Table 39 the number and extent of annual* fluctua- 
tions in the rate — grouped together so as* to show the extent 
of thfe fluctuations — and the number of years in which 
these fluctu^Ltions occurred. This last-mentioned table provides 
an interesting compendium of the number and extent of the 
fluctuations. T]iese are arranged in order from fhe lowest 
rate of fluctuation to the highest. From it* we learn that at 
no bank but the Bank of England were there during three 
separate years fluctuations so large as of 5I-, 6, and per cCrtt. 
With the exception of the Bank of Germany, and this only 
during one twelvemonth, no bank, except the Bank of England, 
has shown fluctuations of more than 4 per cent, and 5 per cent, 
in one year. In the majority of years the fluctuations at the 
other banks did not exceed i or 2 per cent. Hence, while the 
range of fluctuation at the other banks has been low, it has 
been high at the Bank of England. 

There can be no doubt that to the borrower, and every man 
in business practically must at times be a borrower, this high 
range of fluctuation has«been a very serious disadvantage. 

In a statement like the present it is impossible to put before 
the reader more than the merest outline of the subject. No 
doubt the commercial position of England — the vast foreign 
trade of the country as shown by the enormous amounts of the 
exports and imports (see Table 44, p. 213) — the manner in 
which Lofldon is the clearing house of the world — all expose 
the London money Aiarktit to sharper and more sudden demands 
for specie than any gther business centre. The demands for 
specie are mast closely connected with*the rate ef dfec^unt. 
The point for us tfi Consider should be : Is our system arranged 
on the best phin t 6 meet these demands Our method* of 
keeping all the banking reserves o^ the. country with one bank 
enables a greeft ciTuribmy to be pra(?tised in our Specie reserve ; 
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‘ ^ TABLE 37. 

Number of Variations in Rates of DUcount, Banks of England, France, Genn^y, 


Years. 


iBaakofEnglwd. 
jNo. of Variations 
in Rate. 


Bank of France. 
. of Variation 
in Kate. 


1844 

1845 
1840 

1847 

1848 

1849 
1860 

1851 

1852 

1853 

1854 

1855 

1856 

1857 
1868 

1859 

1860 
1861 
1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 
1876 

1876 

1877 

1878 

1879 

1880 
1881 
1882 
.1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 
1894, 

1895 

1896 

1897 

1898 

1899 

1900 


Total 

Variations 


2 

1 

• 9' . 

3 

1 

1 

No change 

2 

P 

•2 

8 

^7 

9 
6 

5 

11 

11 

5 

12 

15 

16 

14 

3 

2 

7 

10 
10 
14 

24 

13 

12 

5 

7 

10 

5 

2 

6 
6 
6 
7 

7 

7 

7 

9 . 

8 

11 

I 10 
4 

12 

2 

i' 

No change 
3 
6 
6 

6 e, 
6 


No change 
No change 
No change 

2* 

No change 
No fhange 
No change 
No change 

1 

1 

2 

2 ' 

2 

8 

• 4 

2 

1 

7 

4 

8 
II 

6 

7 

2 

No change 
No change 

4 

2 

1 

4 

2 

No change 

I 

I 

1 

2 
2 

2 

3 

1 

No change 

No change 
No change 
No change 

4 

2 

No change 
No change 
« I 
No change 
No change 
, I 


400 


III 


Bank ^Germany. B 
No. ofWariations N 
in Rate. 

ank of Holl^d. I 
0. of Variations ^ 
in Rate. 

ank of Belgium. 

0. of Variations 
to Rate.* 

1 

No change ♦ 

- 

2 

S 

— 

,2 

2 


I 

1 

— 

2 

4 

— 

1 

I 

— 

No change 

No change 

I 

No change 

No chatge ^ 

No change 

I 

No change 

2 

I 

No cjiange 

I 

No change 

No change 

1 

2 

No change 

4 

? 

I 

6 

8 

4 

5 

6 

4 

2 

No change 

2 

No change 

No change 

2 

No change 

2 

5 

No change 

4 

3 

I 

6 

3 

4 

9 

6 

S 

8 

II 

II 

6 

6 

No change 
No change 

6 

2 

5 

I 

No change 
No change 

5 

12 

5 

2 

2 

II 

I 

7 

6 

9 

9 ' 

16 

4 ' 

3 

9 

5 

I 

9 ' 

6 

No change 

0 2 

7 

No change 

2 

3 

2 

3 

5 

5 

d. 2 

4 

No change 

2 

3 

3 

7 , 

4 

8 

10 

I 

5 

I 

No change 

I 

2 

* 3 

5 

I 

No change 

1 

2 

rNo change 

2 

2 

No change 

6 

4 

3 

4 ^ 

N<? change 

d ^ • 

' 3 

4* 

2 

No change 

2 

1 

I 

3 

.2 

'■ P 

2 

X 

No change 

I 

No change 

' * I 



I 

* ^ j 

• 5 

1 

I ^ 

No change 

I 

Or 

7 

• i 

• .6 ^ 


3 

2 

161 

. ' 

► " 173 


Years. 


1844 . ‘ 

1846 

1847 

1848 

1849 

1850 

1851 

1852 

1853 

1854 

1855 

1856 
1867 
1858 
1869 
1860 
1861 
1862 

1863 

1864 

1865 

1866 
1867 
1668 

1869 

1870 

1871 

1872 
1878 
1874 

1876 

1876 

1877 

1878 

1879 

1880 
1881 
1882 
1883 
18p4 

1885 
' 1886’ 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 
189f 
1898 

. 1899. 
1900 
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TABLE 38. 


Lowest and Hig^hest Rates^charged and Extent of Fluctuation during each year, Banks 
England, France, Germany, Holland (1844-1900), and Belgium (1851-1900). 

— rr- T. r, -TT- — — 


Year,' ‘ 

Bank 

OP England. 

Bank 

OP Fuance. 



Bank 

OF GERAftNV. 

Bank 

OP Holland. 

Bank 

OP Belgium. 

Year. 

> ti 

Highest 

Rate. 

Ic 

8-2 

a 

o| 

Highest 

Rate. 

Fluctua- 

tion. 

Lowest 

Rate. 

Highest 

Rate. 

Fluctua- 

tion. 

Lowest 

Rate. 

Highest 

Rate. 



Fluctua- 

tion. 

|j! 

Highest 

Rate. 

Is 

L844 

No 

chan^ 

je 

No 

chanjge 

4 % 

aWo 

4% 

NcJ 

chang 

[e 

9 - 

9 — 

4'' • 

1844 

1845 


3i% 

1% 

No 

chan'ge 

4 

5 

1 

24 % 

5i% 

8% 

— 

— 

— 

1845 

1846 

1847 

1848 

3 

3 . 
3 

3i 

1 

5 1 

2 

No 

4% 

No 

chang 

5% 

chan 

je 

1% 

re 

4 

4i 

Ah 

5 

5 

5 

1 1 

4 

4 

4 

3 

£4 

5 

5 

14 

1 

2 

Operations 
commenced 1851 . 

1846 

1847 

1848 

1849 


3 


No 

chanl 

;e 

4 

Ah 

4 

24 

3, 

4 

— 

— 

— 

1849 

1850 

2 ^ 

3 


No 

chan'iic 

No 

chan j 


2 

24 

4 

—$ 

— 

— 

1850 

1851 

No 

chan{ 


No 

chanl^e 

No 

chan 


No 

chan 


NTo 

chan j 


l851 

1852 

2 



3 

4 

1 

No 

chan 


No 

chan 

TC 

3 % 

4% 

1% 

1862 

1853 

2 

5 • 

3 

3 

4 

1 ' 

4 

5 

1 

2 

3 

1 

N# 

chan 

^e 

1858 

1854 

5 

h 


4* 

5 

1 

4 

5 

1 

No 

chan 

Se 

No 

charf 

ge 

1854 

1855 

3i 

7 


4 

6 

2 

4 

Ah 

4 

3 

4 ' 

1 

No 

cha.i 

ge 

1855 • 

1856 


7 

2i 

5 

6 

1 

4 

6 

2 

4 

54 

14 

3 

4 

1 

1856 

1857 

Sh 

10 


5 

9 

4 

5 

74 

24 

4 

7 

3 

34 

54 

2 

1857 

1858 


8 


3 

5 

2 

4 

64 

24 

3 

7 

43 

3 

5 

2 

1858 

1859 


4i 

2 

3 

4 

1 

4 

5 

1 

No 

chan 

ge 

3 

4 

1 

1859 

1860 


6 

3i 

3i 

4i 

1 

N<» 

chan 

ge 1 

No 

chan 

gt; 

3 

4 

1 

1860 

1861 

3 

8 

5 

4i 

7 

‘4 

No 

chan 

gti 

3 

4 

1 

3 

5 

2* 

1861 

1862 

2 

3 

1 

si 

5 

H 

No 

chan 

g*^ 

34 

4 

4 

3 

4 

1 

1862 

1863 

3 

8 

5 

Sh 

7 

H 

4 

44 

^ i 

3 

5 

2 

3 


24 

1868 

1864 

g 

9 

3 

4i 

8 


4i 

7 

24 

44 

7 

24 

4 

6 

2 

1864 

1865 

3 

7 

4 

3 

5 

2 

4 

7 

3 

3 

6 

3 

3 

6 

3 

1865 

1866 

3i 

10 

6i 

3 

5 

2 

4 

9 

6 

44 

7 

24 

3 

6 

3 

1866 

1867 

2 


li 

2A 

3 


No 

chan 

g'i 

24 

44 

2 

24 

3 

4 

1867 

1868 

2 

3 

1 

N-. 

chan 

ge 

No 

ciian 

ge 

24 

34 

1 

No 

chan 

ge 

1868 

1869 


4^ 

2 

No 

chan 

ge 

4 

S 

1 

24 

5 

24 

No 

chan 


1860 

1870 


6 

3i 


6 

3i 

4 

8 

4 

3 

6 

3 

24 

6 

34 

1870 

1871 

2 

5 

3 

s 

6 

1 

4 

5 

1 

3 

4 

1 

24 

54 

3 

1871 

1872 

3 

7 

4 

5 

6 

1 

4 

5 

1 

24 

5 

24 

24 

54 

3 

1872 

1873 

3 

9 

6 » 

5 

7 

2 

4 

6 

2 

4 

64 

24 

34 

7 

34 

1878 

1874 


6 

3i 

4 

5 

1 

4 

6 

2 

34 

5 

14 

34 

6 

24 

1874 

1875 

2 

6 

4 

No 

chan 


4 

6 

2 

3 

34 

4 

3 

44 

14 

1875 

1876 

2 

5 

3 

3 

4 

T 

3^ 

6 

24 

No 

chan 

ge 

24 

34 

1 

1876 

1877 

2 

5 

3 

2 

3 

1 

4 

54 

14 

No 

chan 

gc 

24 

34 

1 

1877 

1878 

2 

6 * 

4 

2 

3 

1 

4 

5 

1 

3 

4 

1 

24 

44 

2 

1878 

1879 

2 

5 

3 

2 

3 

1 

3 

44 

14 

; 3 

4 

1 

24 

4 

14 

1879 

1880 

2 ^ 

3 

h 

2i 

Sh 

1 

4 

54 

H 

! No 

chan 

ge 

3 

34 

4 

1880 

1881 

*2l 

5 

H 


5 

H 

4 

54 

14 

34 

44 

1 

34 


2 

1881 

1882 

3 

6 

3 

3i 

5 

4 

4 

6 

2* 

1 34 

54 

2 

34 

6 

24 

1882 

1883 

J « 

3 

5 

2 

3 

3i 

i* 

4 

5 

1 

34 

54 

2 

34 

4 

4 

1883 

1884 

2 

5 

3 

Nc 

chan 


Nc 

► chan 

ge 

3 

34 

4 

3 

4 

1 

1884 

1885 

2 

5 

» 3 

N( 

) chan 

ige 

4 

5 

1 

24 

3 

4- 

3 

4 

1 

1885 

1886 

2 

5 

3 

Nc 

) chan 


3 

5 

2 

Nc 

1 chan 

Ige 

24 

4 

14 

1886 

1887 

2 

5 

3 

Nc 

) (Aar 

m 

3 

5 

2 

Nc 

) char 

»ge 

24 

34 

1 

1887 

1888 

2 

5 

8 


Ah 

2* 

3 • 

44 

14 

Nc 

» char 

‘ge 

24 

5* 

24 

1888 

1889 

2^ 

6 

3^ 

3 

4 

1. 

3 

5 

2 

Nc 

> chit 

ilge 

3 

5 

2 

1889 

1890 

3 

6 

3 

Nc 

) chat 

ige 

4 

54 

14 

24 

44 

2 

3 

4 • 

1 

189d 

1891 


5 

n 

, Nc 

) char 

ige 

3 

54 

2h 


, 44 

if 

.Nc 

) chinr 

iMe 

1891 

1892 

2 

Ih 
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TABLE 39. 

€< 

Number and extent of Annual Fluctuations in Rate at the Banks of England, Fraifbe, 
Germany, Holland (1844-1900), and 3 ^ 1 g:ium (1851-1900) during; each year, grouped 
together so as to show the extent of^the fluctuations and the number of years in 
which these fluctuations occurred. 


Sxtent^f Annual 
Fluctuations 

X 

• . 

^ Bank of 
England. 
Number of 
Years. 

4 

1 Bank of 
France. 

Number of 
Years.r 

Bank of 
Germany. 

Number of 
Years. 

1 

1 Bank dT 
Holland. 
Number of 
Years. 

Bank of 
Belgium. 
Number of 
Years.* 


6 

4 

6 

9 

7 

1 

•4 

17 

13 


13 

li 

3 

5 

6 

5 


2 

6 

6 

13 

6 

7 

‘4 

4 

I 

5 

1 7 



15 

— 

3 

4 

4 


5 . 

3 

— 

— 

2 

4 

4 

• I 

I 

I 

— 


I 
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— 

# 


5 

. 3 

— 

I 


— 

5i 

• 1 

_ 

— 

— 


6 

1 

— 

— 

— 

— 

6i 

I 

— 

_ 

— 

— 

Total . 

54 

37 

48 

43 

41 

Years in which 
no change 
.occurred . 

3 

20 

1 

9 

14 

9 

years . 

57 1 

57 

57 

57 

50 


* Bank of Belgium commenced 1851. 


but on this one bank also all the demands connected with the 
note circulation of the country concentrate — botl^ in England, 
Ireland, and Scotland — besides all the demands for the internal 
circulation of specie, of which an example is shown in the 
statement of the autumnal drain on the Bank of England for 
the twenty years 1881-1900 (Chapter XIV., p. 138), and all the 
demands for specie for export. These demands all fall on* a 
reserve arranged as directed by the Act of 1844, which divides 
the resources of the Bank artificially into two parts, and causes 
the demand to ‘fall on the smaller of them. The Act also has 
altered {he composition of the reserve 'chrough increasing since 
1844 amount of the note circulation allowed to be issued 
againgt^securities. See Chapter- XXL, pp. 22i-.2«24. 

The division of the Issue Department tnd the Banking 
Department, alt]iough, no *doubt, it has advafitag^, by dejecting 
immediate attention to the amount of free resource*s whi^i th^ 
Bank has at \ts disjf^osal, • nevertheless tendlg to render the 
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amount actually available to meet any su<ldei> demand smaller 
than it would be if this artificial arrangenient were not followed. 
Then while at times the regulatjpns of the Act of 1844 — which 
direct the Bank to buy standard gold up to any amount 
^ a fixed price, whether needed for bankiijg requiremejits or 
not — compel it no allow its reserve to be •replenished at the 
will of the casual importer of gold — not of the respon^ble 
authorities of the Bank — thereby causing at tim^s^an-unneeded 
accumulation, from which a low bank ^ate ensues, while at 
other* tirAes such an accumulation is followed by an opposite 
movement, and a tightness in the money market, both these 
movements being unconnected with the natural requirements 
of tradfi. All these matters ar*e not without influence on 
the constant fluctuations in the rate. Table 7, p. 71^, which 
contains a statement of the movements of the gold bullion in 
the Issue Department of the Bank, gives an outline of thpse 
transactions. An examination of this table, together with 
Table ii, pp. 82, 83, which compares the fluctuations iit the 
liabilities and in the re.serve, will be instructive, as will also be 
the comparison of the fluctuations in the rate of discount, the 
note circulation, the bullion, the liabilities, and the reserve 
shown in Table 36, pp. 192, 193. But search where we may 
in the accounts of the Bank, the fluctuations in the rate of 
discount exceed in severity all the other fluctuations which are 
recorded there. 

In considering th^ extent of these fluctuations something 
must be ascribed to the deficiency of fluidity in the assets 
of the Bank. That the securities held are all of the most 
dependable description there can be no doubt, but it is believed 
tbat-the greater part by far are fixed securities. Little is now 
known as to the amount of bills discounted and of short loans, 
from wMch sources immediate supplies of really cash can be 
obtained, hence tlTis pfrt qf the subject can only be spoken of 
in very general terms.*. The general opinton is that the shorty 
loans are only, occasionally of any impcytant alnopnt~»tljat the 
amount of bills ^kcounted now but. srftall. The traditions 
lianded dowfi from the patriarchs of the discount market 
• resfTecting'the amount of bills Jield by the Baak thirty •or forty 
years ago, afid their vivid description of the very considerable 
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influence which the Bank of England once exercised over that 
market, to which there is nothing corresponding now, joined jo 
the statement published by t})^ Bank down to the year 1875 
(see Table 3, cols. 30, 31, rand 32, p. 14), lead to the 
imprecision that th^ Bank can now hold only a very small paft 
of its assets in secii’rlties of this description. is well know»; 
if xhft Bank of England desires to “take money off the 
market ” ' quickly it ^:an only do this by working on its 
Consols. It does not hold any large amount of bills, which 
maturing rapidly would place it in possession of resburces in 
cash without disturbing the outside market, nor has it any very 
large amount of short loans which it can draw in. Hence the 
action of the Bank must always be severe, though its action in 
protecting the reserve is most necessary. 

If the balance-sheet of the Bank of England is compared 
with the balance-sheets of the other banks cited, the difference 
of their position will be seen, both in regard to the fluidity of 
their resources and also to the amount of bills they hold in 
foreign centres. 

In order to enable the reader to make this comparison, the 
balance-sheet of the Bank of England for February 6th, 1902, 
has been given, both as it stands in the weekly returns and as 
it would appear if arranged as the balance-sheets of the other 
great issuing banks are. This will be found in Table 40, 
pp. 206, 207, with the balance-sheets of the Banks of France, 
Germany, Holland and Belgium for flicilifty of comparison. 

The first point that strikes the reader is the erjormous 
capital of the Bank of England — more than 18,000,000, 
including the rest or undivided profits. This amount com- 
pares with a capital of ;(^9,ocx),ooo, including profits in addition, 
at the Bank of France, and of £g,yo(y,ooQ, including reserve, 
at the Bank of Germany. This amount is to be raised to 
^ 1 2,000^000 by the law of 1899.. The capital and reserve 
^of the Bank of Hdlland are about ;(I^c,090,ooo, and of the 
Bank ofi* Belgjuih about ;^3,opo;ooo. 

In respect of th^ amount of capital whi€h*it possesses th^ 
Bank of England has' a great advantage oveft’ the^'other banks. 
When we proceed to the specie and bullion held the results^are ‘ 
different. At tke nearest convenient dates to'jthit rftentioned 
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above — the dates will be found given in Jfabld 40, pp. 206, 207 
-rthe holding ih specie of the Bank of England was 
;^36,cxx>,ooo, including perhaps^.;^ 1,000, 000 in silvef; of the 
Bank of France, 143,000,000, including ;^44,ooo,ooo in silver ; 
at the Bank of Germany, ;^43, 000,000, incl/iding 2,000,000 
tn silver and Mivisional money ; at the *Bank bf Holland, 
;^i 1,450,000; and at the Bank, of Belgium, ;^4, 600,000. • The 
.amounts are given in round figures in all cases. * Ih the deposits 
there are great differences. Including public deposits, there 
were* at^he Bank of England ;^5 1,000,000 ; at the Bank of 
France, ;^i39, 000,000 ; at the Bank of Germany, ;^28, 500,000 ; 
at the Bank of Holland, ;^400,000 ; and at the Bank of Belgium, 
;^‘3,6oo,ooo. Xhe differences between the amounts* of Qotes in 
circulation issued by the banks are as consklerable asithose in 
the deposits. The notes in the hands of the public were : At 
the Bank of England, ^29, 000, 000 ; at the Bank of France, 

1 63.000. 000 ; at the Bank of Germany, ^74,000,000 ; at the 
Bank of Holland, 18, 500,000 ; at the Bank of Belgium, 
;^26, 000,000, 

The great difference, however, between the banks is in the 
composition of the securities held. The amount, shown in 
Table 40, pp. 206, 207, was ;^62,ooo,ooo at the Bank of 
England. Few particulars are known, except that a large 
amount is l-jpkl in fixed securities, and it is best not to attempt 
conjecture. The Bank of France held ;^55,ooo,ooo. Of this 
over ;^3i,ooo,ooo wj»s in bills, all at short dates, and about 
;^24,oqp,ooo in advances on securities, all equally for short 
periods. At the Bank of Germany, out of ;ii’64,ooo,ooo, about 

50. 000. 000 was in bills, none at long dates, including 
;^2, 100,000 on England and ;^8,ooo,ooo in advances on 
securities, all also for short periods. About ;^6, 200,000 was 
invested in securities. At the Bank of Holland, out of 

10.000. 000, about ^”4,400,000 was in bills, mare than 
;^900,000 of thesq being on foreign countries. ;^4^ooo,ooo* 
was in loan», calso at short dettes. At* the Bank of Belgium, 
gut of about ;!f2?,ftoo,ooo, more than 19*000,000 was in bills, 
£^y5(^j000 ^f tlSfeje on foueign countries. ^£$,000,000 was 

*in Advances on government secyrities and ot?her advances at 
short dafes, *and about /^.ooo.Sao in ’investiTients of a fixed 
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character, including Ihose held for the reserve fund. This 
rough analysis shows in what different forms of securiti^ 
the amounts held by the difjf^ent banks are invested. The 
largest holder of fixed securities is the Bank of England ; all 
the oljtier banks l^ld their funds in a more readily available 

form. : . ‘ ^ 

(The large amount of specie held, the ready preparation 
made to meet. any emergency, are among the causes which 
enable the great banks of the Continent to avoid the constant 
changes and the violent fluctuations in the rate whichvoccUr in 
England. The placing the balance-sheets together thjas enables 
the reader to examine the facts for himself, in the same way as 
the statements in Table 36, pp. 192, 193, enable him*to com- 
pare the, fluctuatioKS in the rate of discount charged by these 
banks during the period over which this investigation extends. 
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A REVIEW of some of -the more important points of similarity 
and contrast in the ©perations and the rate of discount of the 
Banks of England, France, Germany, Holland, and* Belgium 
will not be out of placxi here. 

In one -respect there is* a* difference betv^een tthe rate 
charged at the* Bank of Germany and those charged at the 
other bank^ betv^'*een the ygiars 1S44 arid 1900, and that Is in 
the minirrium rate of discount charged. The Bank of England, 
the Bfrtllc oT loanee, and the Bank of Holland lowered their 
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rates not infrequently^ to 2 per cent, in the course of those 
years. The rate of the Bank of Belgium dropped foir a 
considerable time to 2 \ per cept, but the Bank of Germany 
has never charged less than 3, per cent. During the period 
under review the fates from 2 to 2 ^ per cent, at the Bank 
of England were as below : — 

‘ f Bank of Englanp, 1844 to 1900. Days. 

2 pfcr cesit<for . ' . . . . 3,409 

2j „ . . ... 28 

2^ „ . . . . . 2,99^ 

6,4^4 

That is to i>ay, for nearly one-third of the whole time the 
charges wer^. at these low rates. The average rate changed by 
the Bank of France Jbas been fractionally lower than that charged 
by the Bank of England, and it has charged less than 3 per cent, 
for p considerable period. The rates below 3 per cent, in the 
time under our notice were as follows : — 

Bank of France, 1844 to 1900. Days. 

2 per cent, for . . ... 2,027 

2* „ . . ... ^5^ 

4,606 

Thus, in France extremely low rates only prevailed for 
about two-thirds of the time that they did in England. Still 
in France the time during which rates of 2 and 2^ per cent, 
lasted was more than one-fifth of the whole, a far from 
unimportant fraction. The corresponding figures in Holland 
are as follows : — 

Bank of Holland, 1844 to 1900. Days. 

2 per cent, for . . ... 1,328 

2 ^ » • . . . . 4,737 

6,065 

This approaches very nearly to the number of days at 
similar r?tes in England. In Belgium 2 per cent, has never 
Jbeen charged ; 2 \ is the lowest rate quoted by that Bank. 

‘ ‘ Bank 0^ Belgium, 1851 to 1900. ' bays. 

2 per cent, for . ‘ . . . .3,169 

t ‘ , 

About half the length of tinie,of low rates in England' or 
in Holland. . • 
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While, however, extremely low rate* have thus prevailed 
(or*a considerable time in England, and for a long period, 
though not equally long, in ^/ance, Holland, and* Belgium, 
the rate at Berlin never dropped to 3 per cent, till 21st March, 
^1879, and was at 3^ per cent, for 178 days only dur^g the 
•years under out notice. • 

*The number of days at the rates of 3 and 3^ percent, 
which we may call intermediate rates, Was as fgltow^ for all the 


five banks : — 

• I Bank of England, 1844 to 1900. Days. 

3 per cent, for . ... 4,907 

3 i » • • ■ • ■ V 1*739 

• * 6,646 

• - li 

Bank of France, 1844 to 1900. Days.* 
3 per cent, for . . . * . . 5,557 

3i • • ... 1, 815 

7.372 

Bank of Germany, 1844 to 1900. Days. 

3 per cent, for . . ... 2,640 

3 i .. • • ... 178 

*,8i8 

Bank of Holland, 1844 to 1900. Days. 

3 per cent, for . ... 6,443 

3 i .. • • ... 3.030 

9.473 

Bank of Belgium, 1851 to 1900. Days. 
3 per cent, for ... 7,454 

3 i „ .... 2^ 

9,880 


Taking the length of time that rates up to 3J prevailed, the 


,_giires are as follows 

^Bank of England * . 
Bank of France* 

Bank of GSrman> . ^ 
Bank of Holland 
Bank of Bel^um 


Days. Per cent, of whole Period.* 
. 13,080 . . .64 

. 11,978 . ■. .58 

2,818 . . .14 

. 15,538*. . . *75 

. 13.049 • . • -72 

• . . . » • 


The greateStViumber of dajjs recorded at one rate is that 
wnen the rae stood at 4 per cent’; ^t Berlin. 

* The whole period is 20,570 days Tor •the Banks of England, France, Germany, 
and ; f8,26j days for the Bank of Belgium.* • 
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, r TABLE 4a 

Balance Sheets of the |3anks of England, France, Germany, Holland, 
and Belgium. 


BANK OF ENGLANP.—Issub Department. 


Liabilities. 

Notes Issued 

£ 

■ 51.899.605 

Assets. 

Government Debt . 

Other Securities . 

Gold Coin and Bullion, 

£ 

. 11,015,100 

. 6 , 759,900 

. 34,124,605, 


;C 5 i, 899 , 6 os 


;^5I,89o6o5 

r a 

JlANKiNG Department. 


Proprietors’ Capital 

Rest . . 

Public Deposits* . 

Other Deposits 

Seven-days and other Bills 

. 14,553.000 

. 3.561,102 

. 12,338,295 

• 39.051.746 
250,019 

Government Securities 

Other Securities . 

Notes 

Gold and Silver Coin 

£ 

. 17,274,486 
. 27,295,812 
. 22,939,995 
. 2,243.869 


/ 6 s. 7 S 4 ,i 62 


;{: 69 , 754 ,i 62 


* Incl^iding Eluchequer, Savings Banks, Commissioners of National Debt, and P'vidend Acdbunts. 

Dated Febimary 6 th, 1902.- John G. Nairne, Chief Cashier. 


BANK OF FRANCE— Sheet, December 3 IT/, 1901. 
Francs converted as 25 = ;{J^i. 


Liabilities. f 

Capital of the Bank . . 7,300,cxx> 

Reserve and Profits in addition 
to Capital . . • 1,700,622 

Notes payable to bearer in circu- 
lation (head office and branches) 162,888,252 

Drafts . ... 1,039,749 

Current Account with Treasury . 8,098,797 


Current Accounts and Deposit 
Accounts — 

Paris . ;^28,894,3I5 

Branches . 2,581,153 

31,475.468 

Dividends unpaid, etc., etc, . 2,626,634 


;^2i5, 129,522 


Assets. £ 

Coin and Bullion at Paris and at 
the Branches . . . 142,621,904 

Amount of Bills — 

Paris . ;^I2, 101,855 

Branches . 19,620,233 

31.722,088 

Advances on Bullion, Money, and 
Securities — 

Paris . 1,861,298 • 

Branches . 11,891,898 

23,753,196 

Advances to (»overnmcnl (laws 
of June 9, 1857, June 13, 1878, 

November 17, 1897) . . 7,200,000 

Govcrnnient Stock(Reserve Fund) 519.230 
Disi)osable Funds, Government 
Stock . ... 3.985.092 

Immovable Funds, Government 
Stock (law of June 9, 1857) . ',000,000 

Amount appropriated to Special 

Reserve . • • 336.297 

Office and furniture of the Bank 
and buildings at the Branches, etc, 99 L 7 1 S 

;^2I5,I29,522 


BANK OF HOLLAND— Sheet, March list, 1902. 
Guilders converted as I2=:;^i. 


Liabilities. 

£ 

Capital . 

*. 1,666,667 

Reserve . ^ . 

444,311 

Notes in ci*"CuUtion 

. 18,502,638 

Transfers 

126,766 

Current Accounts . 

380,068 

Discount on Inland Bills . 

I2,Si8 

„ „ Foreign Bills . 

1,542 

Sundry liabilities . 

85,205 

Net Profit for distribution . 

. 74,194 


i:2i,293,709 


Assets. 

Coin, Bulliowi etc, . 

Inland Bills " . 

Foreign Bills 
Loan Accounts , t 
Advances on Current Accounts 
Investments — Capil"! « ; 

,, Res.rve -h ^ 
Sjimdry Assets, Buildings, etc. 


11,457,222 

3,521,660 

940.114 

3,846,765 

544.288 

4 ^ 2 , 6 ^ 

US.^5 


;C2I,293.709 


Note.-- A ll contra entries, as tho.se of the notes of the BapKS he’d by themselvesf ,ckCr, 
,, are omit.ed so as to show the real position of the accounts. 
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TABLE 40 {conttntud), • , 

BANK OF ENGLAND— Sheet, Fairuary 6 th, 1902. 

. ^ranged «o that it corr«ponds in form with the Balance Sheets of the other Banks pven here. 

I • Assets. ^ 

Gold Coin and Bullion and Silver 
Coin . i * * 3^»368,474 

Government Sejnirities in^both 

Departments . . • 35»049>48o 

.I.. 5 c . . 27,2^,812 

. • ^^98.713, 772 


Liabilities. 

^Capital and Rest . 

Notes in Circulation . 
^even-days and other Bills 
Publjc Deposits 
Other Deposits 


£ 

18,114,102 

28,959,610 

250,019 

12,338,295 

39,051.746 



Other Securities 


•IMPERIAL BANK OF GERMANY— Sheet, December 31^^ 1901. 
^ Marks converted as 20= /i. 


Liabilities. 

Capital and Reserve 
Notes in ciPbulatioii ^ • 

Amount due on Clearing and 
Current Accounts 
Deposits (not bearing Interest) , 
Sundry Liabilities and Reserve 
for Doubtful Debts 
Net profits for 1900 


9.731,962 

74,085,220 

28,525,014 

37,638 

556.389 

827,875 


1 13.764,098 


Assets.*. 

C^oldinBars . . i:9, 776,698 

German Gold Coin . 21,852,532 


Silver, Thalers * 
Divisional Money 


6,911,630 

4.905,790 


^1,609,230 

n, 8 j 7 , 4 ^ 
43,426,640 

Notes of Imperial Treasury (Reichs- 

kassenscheineu) . . . • ^00,281 

Notes of other Banks . • 540,130 

Bills held, due within fifteen days 16,637,085 

Bills held, due at later dates . 31,128,690 

47,765,775 

Bills drawn on Eng- 
land . . >(;2, 171,987 

Bills drawn on other 
foreign places . 26,088 

2,198,075 

49,963,850 

Loans . ... 8,071,878 

Securities. . • • 6,181,266 

Value of Real Property belonging 

to the Bank . . • L 863, 360 

Sundry Assets . • • 2,816,693 

;^n 3 , 764,098 


NATIONAL BANK OF Balance Sheet, December lut, 1901. 

Fjancs converted as 25=<^** 


Liabilities. 

. 

Capital ^aid-up 
Reserve Fund 
Notes in circulation 
Current Account^ . 

Stamp Duty, Share of ProfitsfMue 
to the GovernmfAt, Employes’ 
Superannuation, IJ^ojddent 
Funds, Dividend due, etc: 


& 

2,000,000 
, 1,144,698 
25 . 9715,213 

, 3.580,553 


607,3 54 

;<:; 33 , 30 S, 8 i« 


Assets. 

£ 

Specie and Bullion • • 41646,127 

Bills discounted . • • I 9 ,* 3 i ,747 

Securities due for Collection 2,840,784 

Advances on CJbvernment Secur- 
ities . 2,2I0,826» 

Governmeiil and Reser^^ FunA 
* Securities , . . • 3,121,480 

Securities for Current Accounts, etc. 1 , 354,854 

' ^ ^33^05,818 


Note.— A ll ter contra entries, as those of ftie .rotes of the Banks ffeW by themselves, etc.. 
Ire omitted so as to show the jeal position of the aep ounts. 
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The particulars ape as follows : — 

#• I 

Bank of England, 1844 to 1900. Days. 

4 'per cent, for . . . . 2,698 

4j „ . . 481 

5 „ . . ... 2,012 

Bank of France, 1844 to 1900. Days. 
4fperaept. for ^ . . .. 4,516 

4i • • • • • 353 

5 „ ■ . . ... 2^1 , 

6,930 

Bank of Germany, 1844 to 1900. Days. 

4 per cent, for . " . . . 11,077 

' 4i ' „ • • ■ ■ *. 1,439 

5 „ • • ... 3,648 

16,164 


Days. 

2,104 
651 
M99 
4,^54 
Days. 

3.017 
643 

681 

4.341 

To make this point thoroughly clear, a summary statement, 
marked Table 41, p. 209, is added, showing the nurft’ber of 
days at each rate, arranged from the lowest rate charged 
to the highest, for each of the five banks. 

It appears from this table that cpmparatively high rates 
were charged for the longest time in Germany; the nexi longest 
in France ; the next longest in England ; the next longest in 
Belgium*"; and for the shortest time in^ Holland. But if the 
•’rate never fell below 34 per cent, in Berlin between 1844 
and 1875, it never rose above 9 per cent, ;"nd, indeed, stood 
at that high point for sixtyrthree days only cjuring the period 
under consideration, that is for a very incbnsideiabje frSiction , 
of the whole time. The average of the rate, ho waver jpha rged 


Bank of Belgium, 1851 to 1900. 

4 per cent, for . . . . 

4i „ . . . . 

5 » • • • • 


Bank of Holland, 1844 to 1900. 

4 per cent, for . . . . 

4i » . . . . 

5 >» • • • • 
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in Berlin has been higher than at Londop* or Paris, in Holland 
qr ift Belgium. The figures are — 

England (1845-1900) I’ 

France ( i, ) • 

Germany ( „ ) • 

Holland \ u ) • 

Belgium (1851-1900) 

^ears the statement Table 42, p. 210, 
points out tnat on average, from 1875 bnwards, the rate of 
discount^ has been lower for the last five-and- twenty years in 
Paris than* in London. 

For the remaining variations, in the rate readers should 
look to Table j6, pp. 192, 193, in which all the variations of the 
rate at each of the five banks are summarised, to all the other 
tables there referred to, and to Table 45, p. 216. 

There have been at Berlin as well as at Paris, in Holland, 
and in Belgium some years in which the rate of discount never 
varied at all, and there have been two years, though only two, 
at the Bank of England in which a similar occurrence took 
place, see Table 43, p. 211. 


£ s, • 

3 12 

3 II 

4 5 
3 *6 
3 8 


d, 

0 

9 

I " 

4 

I ^ 


TABLE 41. 


Rate of Discount, Banks of England, France, Germany, and Holland, 1844-1900, and 
Belgium, 1851-1900. The Number of Days at each Rate, arranged from the 
Lowest Rate to the Highest, and the Proportion per miUd at each Rate. 



Bank of England. 

Bank of France, j 

Bank of Germany. 

Bank of Holland. 

Bank of Belgium.* 

Rate 

Number j 

Number 

Number 

Number 

Number 

Number 

Number 

Number 

Number 

Number 


of Days, 

of Days 

of Days, 

of Days 

of Days, 

of Days 

of Days, 

of Days 

of Days, 

of Days 

Cent. 

30 , yp. 

= 1,000 

20,570. 

= xooo. 

20,570 

; =1,000. 

30,570. 

= 1,000. 

18,262. 

= 1,000. 

2 

3,409 

M 

2,027 

98 



1,328 

(>5 



H 

28 











2,997 

146 

2,579 

126 



4,737 

230 

3.1^ 

m 

8 

4,907 

^39 

5.557 

*2^0 

2,640 

129 

6,443 

3^3 

7.454 

408 

H 

1.739 

84 

1,815 

,88 

178 

9 

3,030 

H 7 

2,426 

132 

i 

*,698, 

^31 

4,516 

221 

11,077 

540 

2,104 

102 

3,017 

its 


481 

^3 

353 

* /r 

1,439 

70 

! 651 

32 

643 

35 

6 

2,012 

98 

2,^1 

100 

3,648 

177 

1,399 

68 

681 

37 


259 

^3 

120 

• 6 

• 430 

21 

367 

18 

37 “ 

21 

6 

868 

43 

1,170 

57 

730 

35 

226 

II 

473 

26 


91 

4 



50 

2 

150 

7 

... • 

... 

7 

577 

28 

280 


234 

II 

. *35 


2| 

* 2 

n 


» 

21 I 

J 

44 

2 





8 

268 

^3 

• 

2 

37 


* 

k ... 





95 

5 

16 


63 

.3 

"t 




10 

HI 

*7 






ii: 


•1. 

• - 

20^70 I 

“ (T 

ftOOO 

20,570*" 

1,000 

20 , 57 p 

^ 1,000 

20,570 

J^OOO 

18,262* 

1,000 


From 185X to ijoo. 
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It will be oBserve^d from Table 43, p. 211, that there was 
one year alone in which all the five banks ccfincided in ma&ing 
no alteration in the rate charged, and that was in 1851, It is an 
entirely fortuitous coincidence that in the period under consider- 
ation-i-Bank of Belgium, 1851-1900 (see p. 188); Bank of 
Holland, 1845-1900 (see p. 179) — the number'of changes has 
bedn 'ihe same— 173 at both ba,nks. It will assist us in under- 
standing the Variations in the rate to' compare the number of 
fluctuations at the different banks during the last ten years 
under notice. i- ‘ 

Number of Variations in the Rates of Discount, iSgitTO 1900. 

, Bank of Bank of Bank of Bank of Bank of 
Engkind. France. Germany. Holland. Belgium.* 

, 189! to 1900 . . 55 ... 9 ... 36 ... J3 ... 13 

Total amount of varia- \ . 

tidnsfrom 1844 to 1900 1 • ‘73 ••• *73 

* 1851 to 1900. 


The rate charged by the Bank of France has remained 
almost uniformly low during the last ten years. 

This tendency to greater variations in intensity, and to 
a greater number of fluctuations, must be expected to increase 
as commerce extends, and as business trajisactions in different 
countries not only become more numerous, but more closely 
connected. As is well known, the amount of foreign money 
employed in the London money market has increased greatly 

TABLE 42. 

A7erag;e Minimum Rate of Discount charged by the Bankj of England, France, Germany, 
and Holland for the years 1845-1900, and Belgium for the years 1851-1900, showing 
Average for the groups of ten years 1845-54 (Belgium, 1851-54), i855*-64, 1865-74, 
1875-84, 1885-94, and for six years 1895-1900, and for the whole period, 1845-1900 
(B^lfi^um, 1851-1900). 


\£ X. d. 

1846 - 64 ♦ *3 8 


1896 - 1900 13 o 4 ^ 


Bank of I c S >3 
France. I’B ? J 


.7, £ s. d. 7. 

95 3 1 $ 5 

i2g «4 14 10 132 

J06 3 18 II IfO 

89 3* 2 1 •‘If/ 

*88 2 17 9 81 

Jid 288 b8 


Bank of 

Germany. 

i 

•g »1 . 

S 2 i 

^ & 

Bank of 

Holland. 

Proportion of each 
group to total period 
£2 6s. 4d. = 100. 

% 

Bank of 

♦ 

Belgium. 

Proportion of each 
gronp to total period 
£3 %s. 44.31100. 

£ X. d. 

7 . 

V X. d. 

I 

£ s. d. 

7 . 

1 \ 6 5 

102 

2 i8 4 

b 88 

370 

99 

490 

IDS 

3,16 0 


3 II II 

: 106 

4 12 2 

JO8 

3 d 0 

J16 

3 13 It 

109 

4 5 I 

JOO 

383 

tJOS 

3 7 9 

JOO 

S 13 I 

86 


S 3 

3 i * 

90 

tf 4 * 

99 

3 * 4 

9 *f 

3 ^ 


4 5 I 

JOO 

3^4 



>00 
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an 


TABLE 43- 


Years in which no change tookj^lace in the Rate of Discount 
at the Banks of England, Frajice, Germany, Holland (1845-1900), 
and Belgium (1851-1900). 


Bank of 

JBank of 


Bank of 

Ba:^ of 

, Bank of 

England. 

France. 


Germany. 

Holland. 

Belgium. 

• 

Years. 

Years. 


Years. 

Years. 

• 

Yeans. • 

, (i8si-i900.) 

— 

1844 

\ 

— 

1844 

— 

— 

1845 

.\ 


• — 

— 


1846 


— 

— 

... — 


1848 


— 

— 

— 

• 

1849 


— 

— 


— 

1850 


1850 

' 

— 

iSst 

1851 

• 


1851* 

1852 

1851 

18^2 

.... 1851 

JL_ 






— 

*1853 


* 


— 

1854 

1854 





— 

— 

1855 



— 


— 

1859 

— 



— 


i860 

i860 

. . . —• 






1861 


— 





1862 

— 

— 

— — 




1867 

— 

... 


t868 


1868 

— 

1868 



1869 


— 

— 

1869 

* 

1875 


— 

— 

. . . 

— — 



— 

1876 

— 





— 

1877 

— 



• • 


-- 

1880 

— 

— 

1884 


1884 

— 

... ““ 

— 

1885, 


— 

— 

. . . 


1886 


— 

1886 

... 


J887 


— 

1887 

— 





— 

1888 

— 



— 


— 

1889 

— 



1890 


• 

— 

— 

# 

1891 

• 

— 

— 

1891 



1893 

• 

— 

— 

1894 

s 

1894 » 



— 

1895 



— 

1895 

• 



1896 


• — 

T" 

1897 



18911 

• 

— 

— 



— 

— 

• ^ 

2* 



9 ^ 

* 4 * 

9 * 

sst 

37 1 


48-1 

, 43 t 

4 it 


• _* 


• 

— 

— . • 

4 n 57 

• • 

* 57 


57 , 

57 - 

"50 


■“^Years in,which no alteration toolf pfece. t Years oT change. 
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during recent years. ^ When the London rate is lower than 
that ruling on the Continent, there is, of course, less incfuc^ 
ment for English bills to be hsM in foreign countries. Hitherto, 
though an enormous amount of English capital has been sent 
abroad to almost eyery country in the world, it has been directec^ 
to fixed and permanent investments rather tfiian to employ- 
ment in bills drawn on business houses in foreign commercial 
centres. The bbnds of 'foreign govern/ients, of foreign railways, 
investments in industrial under taki rigs of almost every class, 
have all been largely supported by English capital. fThere is 
no need to make any detailed explanation of this point, as the 
fact is so well known. • But while the bonds of many foreign 
goverijmenVs are perfectly familiar here, the English bunker or 
bill-broker has, as* a rule, little knowledge of, or experience in, 
transactions in foreign bills. Hence, there are very few, it 
alrhost might be said there are hardly any, foreign bills held 
in E,ngland ; while the reverse of this is the case on the money 
markets of the Continent of Europe, where English bills are 
very generally held, and form a most useful reserve to those 
who hold them in the case of demands arising from an adverse 
rate of exchange. 

These bills can be forwarded to this country for collection 
in case their holders want the money, or the amount repre- 
sented may be reinvested in fresh bills as the b<^lders desire 
it. No securities can be more convenient to the holders. It 
has been the feeling of confidence that first-class English bills 
would always be paid in gold which has given them their 
position. 

In some instances the gimounts in bills payable out of the 
country in which they are held are specified in the accoiAits of 
the banks whose statements arc analysed here. In ^ the case 
of the Bank of Germany the particulai*s oj* the countries on 
which they are drawn are given. ‘Thd' Bank of Belgium gives 
full particulars as to the amounts, but does not specify the 
countries. The bonds of foreign governments •may be said to 
hold much the same place^in England for'tliese purposes that 
commercial bilk on England do abroad, ,^nd ' gften ser^e the 
purpose of malSng a remittXtnCe. When this occurs it tehdl 
to check a denfiand for gold Tor exoort whic6 woul3*T!Jft)bablv 
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Otherwise have arisen. The holding of thdse bonds in this 
couhtry is, thus a service to us by preventing a drain on our 
bullion reserves, which might jiiave been very inconvenient. 
But it must be remembered thax the current may equally, when 
* circumstances favour it, turn in the other direction. tWhen 
•the value of rhoney rises on the principaf money markets of 
Europe, or there is any great .uncertainty about the prpspects 
of foreign politics, a \^ry considerable drain *cfh dlir bullion 
reserve may at any timK be made through the means of the 
Englishi commercial and Treasury bills held so largely abroad. 

In ccyinection with this subject attention has repeatedly 
been drawn to the fact that our expqrts of recent years have 
not inoreased^proportionately to our imports. As »the point is 
of importance, I have added a table marked 44 (see below), . 
giving the amounts *of these for each ten years from 1861 
to 1900. This should be read in connection with Table* 19, 
p. 137, which compares the Clearing House returns with the 
exports and imports and the amounts of the note circulation 
between the years 1861 and 1900. 

In col. I of Table 44, the gross amount of imports is stated, 
and in col. 2 the re-exports of foreign and colonial produce. 
Deducting these from the amount in col. i, the net imports 
are shown in col. 3. The British and Irish exports are shown 
in col. 5, and^ the excess of imports over exports in col. 7. Three 
columns of proportional figures, Nos. 4, 6, 8, enable the reader 
to see at a glance whet the progress of events has been. The 
export?, the figures of which mark a growth from 100 to 233, 


• TABLE 44. 

ForeiJ^ Trade of the United 'Kingdom, 1861-1900 (totals at intervals of ten years). 



1 

2 

% 

4 

5 

6 

7 

8 

Year. 

• 

1 • 

Imports. 

Re-expom 
of Foreign 
and Colonial 
Produce, 

• 

Net Jjnporis.^ 

• 

% 

Proportion of 
Net Imports 
to 1861. 

1S61 = 100. 

British and 
Irish Exports. 

• 

Proportion of 
Exports to 1861. 
i8di = ioo. 

Excess of 
Inmorts over 
Exports. 

• 

pais 

1861 

L 

217,500,000 

34 , 500 ,^^ 

1 

i 183,000,000 

• • 1 

100 1 

i 1 

125,100,00© 

• 

100 

% • 

57,900,000 

100 

1871 , 

331,000,000 

60,500,000^ 

270,500,000 

148* \ 

223,I(to,000 

178 

47,400,000 

Sa 

1881 " 

397,000,000 

6|, 100,000 
6i,^,ooo( 

333,900,000 

1S2 • 

%34,000,OD0 

187 

99,900,000 

1 

1891 

435 j#X),ooo 

>373,500,000 

• *204 

247,200,000 

•97 

i26,30o,odb 

iT8,7t>i,ooo 

218 

1*00 

^ 23 ,o 75 ,ooc^ 

63,182,000 

459,893,000 

^ 5 ^ 

291,192,000* 

1 

291 


♦ Including ships, new (nol ftgistcred as British). 



214 


REMARKS ON THE RATE OF DISCOUNT [Ch. x* 

have not increased so much as the net imports have done. 
These have moved from lOO to 251, and fhe excess oPinv 
ports ov^r exports has increased more rapidly still, having 
moved from 100 to 291. In tlfe last year* under notice, 1900, 
the excess of imports amounted to the enormous figure of' 
1 68, 700,060, even* after including ships sold to 'foreign owners,^ 
whkh,are brought in among tjie exports in 1900, but do 'not 
appear in thk Gtatemeht for 1891 op in any of the earlier 
figures. There are many deductions to be made from this 
amount before we can understand what the figures really rfiean. 
These deduptions arise from the large sums due {or freight 
and other charges on the goods moved, forming part of the 
invisible exports,” with wkich phrase we haye beetn made 
familiar.* It is sometimes estimated that there should be 
annually due to this country some £g0\000y000 for freights, 
and about ;^30, 000,000 for other charges. I mention these 
figures and estimates merely to indicate that there is a very 
large deduction to be made from the enormous and increasing 
excess of imports over exports, which to the minds of many 
thoughtful persons appears such an alarming feature in our 
trade. The figures themselves may mislead the reader unless 
he remembers the circumstances. The imports are charged at 
their value on arrival here, thus including necessarily the cost of 
their freight to this country, while the exports represent their 
value here, not the price at which it is expected they will be 
sold, or the cost of their freight to their destination. That there 
must be some substantial set-off of this description is obvious, 
as otherwise the business of the country could never have gone 
on if we really imported goods to a value so much in excess ®f 
what we had to offer in exchange. .Still, after making all 
possible allowances of this description, it is clear that this great 
and increasing amount of imports may readily be a danget both 
to our commercial position and our, banicing system by turning 
,the coufse of the foreign exchanges agaiijst us, and perhaps 
with a r&pidil^ unexpeoted by most people. At ^uch times the 
sa,le of “ international securities,'’ as they art/ termed, that is to 
say, •of bonds jnd other Vecurities readi^* salekble on the 
principal Stock Exchanges af the world, is as usfeful as Tan* 
, export of specie to meet a •foreign demand. J Irf fRe*^inion - 
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of nien entitled to judge, this process has faced going on for 
tim^ amodg us. It is even qdite possifale that the 
country may have been living*^** above its income”* for some 
time past without this havir^ been discovered Though 
, * eventually the fact must become known, yet the process,! might 
•go on for a long time till returning prospjirity set the balance 
straight. The amount of “ international securities ” held^in j:his 
country is said recently\to have diminished considerably, while 
side by side with this th^e is believed to have been consider- 
able ^n\^stment of foreign money in British securities. Should 
this movement come to an end, or be reversed, it is obvious 
how great a demand may arise on our gold reserves. We 
cannot„of course, complain if foreign investors desijje to possess 
securities which we hold, and are willing tc^ purchase^ them on 
terms that suit us, but their doing this undoubtedly strengthens 
their power in our money market. , 

As the communication between the money markets of 
this country and of the rest of Europe becomes closA, we 
must expect, unless care is taken to obviate their occur- 
rence, to see greater fluctuations in our own market. And 
the conclusion is obvious, that we are bound to take 
every precaution not only as to care in the details of busi- 
ness, but also by the formation and maintenance of a large 
bullion reserve in this country to enable us to meet the 
sudden dernands which may, at any moment, be made on us. 
We reap a great j^d vantage from the fact that our money 
market is the point where so many monetary transactions are 
carried on. We reap great advantages also from the fact that 
this country is so largely the Clearing House of the World ; 
but unless our positioi] in the mafter of the specie reserve is a 
strong one, we shall he sure one day or another to find that 
the circumstances referred to expose our business transac- 
tions to a great peril. •We have attained our present position 
by unremitting exe^rtipn : the same exerticTn must be continued 
if we desire ,tp maintain it 

The evidenoeVf increasing closeness of connection between 
the grincipai moqpy markets gf Eflrope, •which is given by the 

• tables of variation m the rates of discount charged Th them, has 

• led 4D.thfse remarks. We must^ be Gontent*to keep a larger 
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supply of " unused money ” ready to meet the demands virhich 
may be made at any*moment, if we desire^ to see^ a gr«t^ 
uniformity in the rate of discoupjt charged here, and a diminution 
of those fluctuations which havd.pf recent years caused so much 
inconvenience to our traders, and which are disadvantageous ** 
to the business interests of this country. A' full supply ofr 
loadable capital at moderate and fairly uniform charges is at 
least as important to the trader as a fiill supply at reasonable 
prices of the goods he deals in, or of ^e raw materials he uses 
in his manufactures. A comparative statement of the^ratJes of 
discount month by month at the five great banks of Europe, 
with the corresponding movements in the London Clearing 
House, Tab^le 45, during the ‘periods over which this investiga- 
tion expends, is adcjed below for facility of reference. 

TABLE 45. 

Average Monthly Discount Rate with proportion of each month to Average Annual 
Rate, 1845-1900, at Banks of England, France, Germany, and Holland, Belgium 
fifty years, 1851-1900, and of Monthly Average to Yearly Average at London 
Bankers’ Clearing House thirty-three years, 1868-1900. 
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Bank of , 
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(See Table 12) 

Average of 
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Average of 
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i r. d. £ s.~d. ; ^ £ 
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,Feb. . 3« 7 o J03 3 7 4 99 4^5.7311^, 000 g6 Feb. 

March. 3 7 *99 3 5 > 9S S47»044.ooo jo6 March 

April .•339^ ^ 3* 4 8 * 95 5ol 657^ 97 April 

May . 3 4 7 97 * 3r 6 ii ^ 98 524,874700^ joa May 

Jiue .328 94 , 352 . 96 494,897,000 96 June » 

July 3 2 II p 3 5 5 9 ^^ 547.234#ooo^ *-106 July 

August 3*3*” ^ 358 97 502,25115,000 • 9^ 

Sept. .340 0 36iit^(P 466,837,000 9/ Sept. 

Oct. .374 rpi a *0 7 534»52LOOQ * . Pet. ' 

• Nov. . 3 II 3 /07 3 14 8 • no 503>4S7>oo^» 98 ^ov. 

Dec. , 3 12 9 JJO 3 13 3 ^08 515,129,000 noo Dec. 
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Estimate of Banking Depo|^ts at present 
time . • % • 220 

Increase of Specie Reserves of Sanks . 220 
Increase of Securities in Issue Depart- 
ment of Bank of England caused by 
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a sufficient Specie Reserve . 225-226 


There are several other points in the statements referred to 
and contained in this volume which may be indicated, though 
they cannot be followed out further. For instance, it was found, 
so long as the facts w^re made pilblic, that the amount of the 
bankers’ balances with the Bank of England on the second 
returp m each half-year — that is to say, the second return in 
the months of Jlnuar^and July — was considerably above the 
total average of each year, and that there was a very marked 
augmentation in these amounjs during^the later comjj^red witlf 
the earlier yearly included in the returns. Similar though 
smaller fluctuations were obse/vabfe at the corresponding ^dates 
in April <Ln<f October. These^ periodic flugtuatiiJiis *are con- 
nected- with "the payments of the c^ividends on Jthe funds, and on 
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Other fixed secuwtiesr The increase in them is due to larger 
amounts of stock held^as reserves by the banks of the coimtry 
generally ,r and also to larger amounts of dividends received ^on 
account of customers. It must J)e borne in mind that the years 
from ^844 to 1900 have witnessed a very large development** 
indeed in the business of banking in the United Kingdom. 
Mq^ny persons have accounts with a bank now who — or their 
predecessors <in similau positions in life — would not have had 
banking accounts at an earlier period. The increase on the 
dates mentioned connects itself no doubt with this alteration in 
the habits of the country, and is interesting on that account. 

This point is mentioned, among others, which a careful 
investigation of the returns relating to the Bank of l^ngland, 
and tabulated in tjhis volume, will enable the reader to trace. 
Many matters connected with the conduct of business, many 
incidents in the transactions of the day which have influenced 
the adoption of a particular rate on a given occasion, cannot 
be recorded in the returns from which the figures in this 
statement have been condensed. Thus no indication can be 
traced in these returns of the habit said to be indulged in by 
some banks of accumulating a large balance at the Bank of 
England at the end of the half-year in order to make the half- 
yearly balance-sheet look better than it otherwise would do. 
This is a despicable practice, which should be discouraged by 
the common sense of all bankers. ^ 

Only a bare outline can be shown *here of events, all- 
important to the well-being of the country ; but it is hoped 
that this analysis will be of service in assisting us to thread the 
history of the past, and in enabling us to see what is needed a.t 
the present time. ‘ ^ , 

One of the subjects which was proposed to be investigated 
in preparing this statement was the relation of the reserve to 
the current rate of interest charged. stucfy of this analysis 
shows the truth of vhe usual conclusion that the rate of dis- 
count ^cK^rged by the Bank of England is regul^^ed more by 
the proportion of the r,eserve, to liabilities ifian by any other 
consideration. That the amount; of the bankers’ balances, ancl 
the proportion thty bear to t]jie ^reserve, may have ‘a beariirg t 
on the rate is veuy probable, jhough the influence ef nhis not 
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clearly marked, and cannot now be traced owing to the 
absence of inforiAation in the publishecf returns. The move- 
m^ts of the foreign exchanges^jquoted for the great .European 
centres of business— Paris, Arysterdam, Hamburg, Frankfort, 

* and, we must now add, Berlin, as representative of Gerrijany — 
•influence the bfenk rate very greatly, becaifee an unfavourable 

exchange is accompanied by an outflow of bullion, and hence, by 
an immediate diminution of the reserve It is ^«11 known that 
the Directors of the Bank^ when fixing the rate to be charged, 
take*thf state of the foreign exchanges into consideration. 
The Bai^k possesses still, though other powerful banking 
institutions have grown up round it, and appear W first sight 
to overpower jt, so strong an inflflence over our money market 
that by setting the rate of discount high ejjough it cjmalways 
control the foreign exchanges, although this effect is not now * 
produced so rapidly as in former years ; hence the foreign 
exchanges generally appear to follow, rather than to lead, the 
Bank of England rate of discount. All these varied rdt^uire- 
ments — of discounts at home, of specie for export — of every 
other demand, affect the proportion of the reserve to the 
liabilities — the cardinal point on which the rate of interest 
charged by the Bank turns, influenced at times, besides the 
regular requirements of business, by the demands made on 
the stock of bullion held by the Bank through the movements 
of the Scotch and Irish note circulations and the autumnal 
drain. • 

^^ithin the period over which this investigation extends, 
the amount of money in the country generally has enormously 
increased. The gold in circulation is nearly three times the 
amount it was some Qfty or sixty years ago. Yet, while the 
amount of deposits held by the banks of the country — that is 
to say, the amount. of loanable capital — has also greatly in- 
creased, we have far njorejTrequent and rapid variations in the 
bank rate of interest, ^nd often also a high rate. 

The ex{)!^naUon of this i% that no j)recautions arg* taken iit 
this country as* the Banks ot Germany, Belgium, and else- 
where to miti^ate^the pressure of*2in unfavourable exchange by 
‘ lfol(fmg Mils on otTier countries, which can be “mtiited” when 

• theceed SrfSes: while the total amount. held in reserve has not 
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been increased ki a dike proportion with the demands which 
may be made on theT reserve. Meanwhile,^ from the altered 
character. of that reserve, which results from the enormous 
increase in the bankers' balance;j held by the Bank of England, 
there ;s a greater liability to sudden demands, owing to the 
vast increase in banking deposits throughout the world. In the* 
United Kingdom alone they have increased fully fourfold 
during the Isust fifty years. 

Mr. Newmarch estimated these deposits in 1851 at 260 
millions ; to which might at that time be added for foj-eign 
and colonial banks 25 millions, forming an aggregate of some- 
thing like 3O0 millions. My own estimate of the holdings of 
the banks in the United Kingdom alone at the present time 
is that^they approach, if they do not exceed, 1,000 or 1,100 
millions.* 

This very great increase in the amounts held on deposit 
during the last fifty years may at any moment give occasion 
for a very considerable demand on the banking reserve. The 
reserve held by the Bank itself is now smaller in proportion to 
its own liabilities than it was in the earlier years over which 
this survey extends. Meanwhile, no preparation whatever has 
been made to meet the demands which may arise at any 
moment in relation to the general banking liabilities of the 
country which have so enormously increased. The bankers 
have been exhorted by the highest official authorify to increase 
their own reserves. They have done so, but have their 
efforts and their self-denial in putting aside large sums for 
this purpose been adequately met ? 

. While the bankers have, in response to the desires referred 
to, notably increased their own specie reserves, the amount of 
specie required to be held against the notes issued by the Bank 
of England may now relatively be less. 

This point has been referred to in the preface, but a more 
complete explanation is advisable. The facts are as follows: 
The am6pnt of securities in the Issue Department of the Bank 
is defined by Clauses H., V., and VI. of^yhe Act of 1844, 
and by Schedule (A.), referred to in Clause VI. 

' . . * * 

* See articles on “Progress of Banking,” No. 3 in April numbers ^1894- 1903). of 

jthe Bankers' Magazine, ' 
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These are as follows : — 

Affno Septmo et Octavo Victorim RegincB] Cap. xxxii. 

An Act to regulate the Issue of i^ank Notes, and for giving to the 
Governor and Company of ^e Bank of England certain Privi- 
leges for a limited Period. [^9th July, 1844.] 

Clause II. — A»d be it enacted, That upon the JThirty-first Day*of Manage- 
August One thousand eight hundred and forty-four there shall* be trans- nicnt of 
ferred, appropriated, and set apart by the said Governor and Company to 
the Issue Department of the Bank of England Sicurities tQ the Velue of ^ 

Fourteen Million Pounds, whereof the Debt due by the Public to the 
said Governor and Company shill be and be deen^ed a Part ; and there 
shall also%t the same Time be transferred, appropriated, and set apart by 
the said Governor and Company to the said Issue Department so much 
of the Gold Coin and Gold and Silver Bullion then held by the Bank of 
England^^ shall not be required by the Banting Department thereof; 
and thereupon tlfere shall be delivered out of the said Issue Departnuent 
into the said Banking Department of the Bank of E?iglafid silch an 
Amount of Bank of Ejigland Notes as, together with the Bank of 
England Notes then in circulation, shall be equal to the aggregate^ 

Amount of the Securities, Coin, and Bullion so transferred to the said 
Issue Department of the Bank of England ; and the whole amount pf 
Bank of England Notes then in Circulation, including those delivered to 
the Banking Department of the Bank of England as aforesaid, shall be 
deemed to be issued on the Credit of such Securities, Coin, and Bullion 
so appropriated and set apart to the said Issue Department; and from 
theiceforth it shall not be lawful for the said Governor and Company to 
increase the Amount of Securities for the Time being in the said Issue 
Department, save as herein-after is mentioned, but it shall be lawful for 
the said Governor and Company to diminish the Amount of such 
Securities, and^gain to increase the same to any Sum not exceeding in 
the whole the Sum of Fourteen million Pounds, and so from Time to 
Time as they shall see dtcasion ; and from and after such Transfer and 
-Appropriation to the said Issue Department as aforesaid it shall not be 
lawful for the said Governor and Company to issue Bank of Englaftd 
JNotes, either into the Banking Department of the Bank of England or to 
any Persons or Person whatsoever, save in exchange for other Bank of 
England Notes, or for Gold Coin or for Gold or Silver Bullion received 
or purchased for the said IsJue Department under the Provisions of this 
Act, or in exchange for Securities, acquired and taken in the said Issue 
Department under tl!e Provisions herein contained : Provided always, that 
it shall be lawful for the sjud Governor and Compjny in their Banking 
Department to issue alksudh Bank of England Notes as they shall at any 
Time receive fncyn tlie said Issue Dap^rtment or otherwise, ^in th| sa^e 
Manner in all resp«:S^s such Issue woqld be lawful to any other Person 
br Persons. • 

• (Clause y'.— €?roviSbd always, a*h 3 be it enacted. That if Jankbr Po^er to 
who on the ^ixth Day of May One tkoflsand eight huntlred and forty- four increase 
wastssuing his^owri Bank Notes shall <?ea«e to issue his < 3 wn Bank Notes, sccwities 
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in the Issue it shall be lawful for Her Majesty in Council, at any Time after the 
Depart- Cessation of such Issue, upon the Application of Ijjhe said Govern^ and 
^sue*a^ Company, to authorize and empower the said Governor and Company to 
tional * Amount of Securitief in the said Issue Department beyond 

notes. the total Sum or Value of Four^'^en million Pounds, and thereupon *to 
is^ue additional Bank of England Notes to an Amount not exceeding* 
such increased Anjpunt of Securities specified in such Order in Council, , 
and so from Time to Time: Provided always, that such incr^sed 
•• Apfiount of Securities specified in .such Order in Council shall in no Case 
exceed theT;oportion uf Two Thirds the Amount of Bank Notes which 
the Banker so ceasing to issue may have been authorized to issue under 
the Provisions of this Act; and every ^such Order in Council shall be 
published in the next succeeding London Gazette. ^ 

Account ClausQ VI. — And be it enacted, That an Account of the Amount of 
10 be Bank of England Notes jssued by the Issue Department of the Bank of 
rendered England^ and of Gold Coin ar^d of Gold and Silver Bullion re^oectively, 
Bank^f Securities in the said Issue Department, and also an Account of 

England, the Capital Stoclc, and the Deposits, and of the Money and Securities 
belonging to the said Governor and Company in the Banking Department 
of the Bank of Englandy on some Day in every Week to be fixed by the 
Commissioners of Stamps and Taxes, shall be transmitted by the said 
Governor and Company weekly to the said Commissioners in the Form 
prescribed in the Schedule hereto annexed marked (A.), and shall be 
published by the said Commissioners in the next succeeding London 
Gazette in which the same may be conveniently inserted. — 7° et 8" 
Victoriae, cap. 32, §§II., V., VI. 


SCHEDULE (A.) 


Bank of England. 


An Account pursuant to the Act 7 and 8 Viet. Cap. xxxii. for the Week 
ending on the day of <. 


Notes Issued 


Dated the Day of 


L 


£ 


Issue Department, 

{ (jovernment D bt 
j Other Securities . 

I Gold Coin and Bullion . 
i Silver Bullion 


£ 



18 «. 

Cashier. 


Banking Department. 


Proprietors’ Capital . . £ 

Rest 

Public DeposHs (to include 
' Exchequer, Savings Banks, ' 

^ Commissioners of National 
Debt, and , Dividend Ac- 
counts/ • . . 

Other Deposits . . . 

Seven Day and other Bills . ^ c 

‘ . £ 

Dated the Day of 18 . 


Government Securides (in- £ 
eluding Dead Wefght An- 
nu:‘y) . . 

Other Securities . 

Notes 

Gold and Silver . 


£ 


Cashlt^r. 



« 
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The effect of Clause V. has been tha^ the issue of Bank of 
England notes agbinst securities has sin(fe 1844 been increased 
by, ;^4, 175)000. The dates atgwhich this increase took place 
and the amounts added are as ^llows : — 


Fixed Issue of the Bank of England. 


Anjount authorised by the Act of 1844 


Add 


increase since in authorised amount : 


1855— Dec. 7th . 
1861— July loth . 
1866— Feb. 2ist . 
1881 — April 1st . 
i887~Sept. I5t!i . 
1889— Feb. 8th . 
1894— Jan. 29th . 
1900— March 3rd . 
1902— Aug., nth . 


;^ 475»000 

175,090 

3515.000 

750.000 

450.000 

250.000 

350.000 

975,004 

400.000 


. ;^I4,000,000 


4,175,000 

1 ^ 5,000 


Hence the amount of bank notes issued may be larger now 
than formerly, and yet the amount of gold required to be field 
against the notes issued may relatively be less. This has 
.occurred on several occasions. For convenience of reference 
I will use the example employed earlier in this volume — the 
comparison between the position of the Issue Department on 
2nd July, 1879, and 12th November, 1902, adding the figures 
of the Banking Department at both these dates, as this com- 
pletes the statement. 

The figures are : — 


IssliE Department, 2nd Jaly^ 1879. 


■Notes fcsued . 

. ;{;49, 022,675 1 

Government Debt . 

Other Securities 

Gold Coin and Bullion . 

. ;^II,0I5,100 

3,984,900 
. 34,022 675 


;^49,022,675 

1 • 

£49,021,675 


liANKiNG Department. 


Proprietors’ Capital 

Rest .... 
Public Deposits * . 

Other Deposits . . ^ 

Seven-day and oth^^ Bill^ 

• £h,$S%ooo 

■ 1 3,171,027 
7,279,300 
. -9,957,815 

293,099 

i Government Securities . 
Other Securities 

Notes . » • . 

Gold and Silver Coin 

• 

* • 

. ;^I4,48 o,I 46 

. 20,024,691 

• ’ I9.4*S.8 iO( 
■ , I.263.S9J 

tC 


;^55,254,24l 

• 

• • 

;^5S»254,24I 


Dattd Julf yd^ 1879. 


F. Casfticf. 


% 


IncUauing Excheq^jer, Savings Banks, Commis9io»:'rs gf National Debi,\ind Dividend Accounts. 
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JssuE ^D epartment, i7ik November^ 1902. 

Notes Issued .... /49»339»090 Government Debt . . . 11,015,100 

^ Other Securities *. . 7|l59i9^ 

Gold Coin and Bullion . *. 311X64,090 

i:49.339.096* ;f49.33W 

=— =< * 

Banking Department. * 

Proprietors’ Capital . . ;^i4,553,ooo Government Securities . . ;^i6, 416, 1324, 

• .* *' ■ • • 3*^77.895 Other Securities . . . 26,890,956 

Pubhc Deposits ♦ . . . 8,637,637 Notes 20,278,055 

Oth-.r D^osits . . . 39,264,304 Gold and Silver Coin . . 2,183,827 

Seven-day an4. other Bills . 136,134 

26 5,768,970 >^65,7687^ 

Dated November i^ik, 1902. J. G. Nairne, Chief Casfier. 

* Including Exchequer, Savings Banks, Commissioners of National Debt, and Dividend Accounts. 

The notes issued Jul^ 2nd, 1879, were ;^49,022,675. 

They were balanced by : — ' 

,1 . . . . ;^34,o22,675 

, ^ Jecurities . . . 15,000,000 

;^49,022,675 

They were divided thus: — 

>^29,536,865 in the hands of the public. 

,, 19,485,810 held by the Bank. 

;^49 ,o 22,675 

The notes issued November 12th, 1902, were ;^49,339»090. 
They were balanced by : — 

Gold .... ;^3 1, 164,090 
Securitie.s . . . 18,175,000 

.^49,339,090 

They were divided thus : — 

;^29,o6i,o 35 in the hand.s of the public. 

20,278,055 held by the Bank. 

>^49,339,090 

To recapitulate : — 

Notes i^ued July 2nd, 1879 . ;^49, 022,675 Gold July 2iid, 1879 . . ;{^34,022,675 

Nov. I2th, 1902 . 49,339,090 ,, Nov. I2th, 1902 . . 31,164,090 

Notes issued in 1902 , 316,415 Gold in 1902 . . . 2,858,585 

Gold less .... 2,858,585 

— — Securities ruore in 1902 as com- 
><^’3, 175,000 pared with 1879 . • • ;^3»X75,000 

This statement shows what the effect of the working of 
iv Clause V. of the Act of 1844 was on the^ Issue Department at 
the two dates referred to. The notes issued "were in November, 
1902 "';^3 1 6, 415 mor-e than in July, 1879, tJut the gold held 
against the notes was 858, 585 less. To consider these 
matters fu!’) -would lead me beyoijd the limit's of the ^subject to e 
which these pagps are devoted. It is sufficient' here tOcCall 
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attention to the amount of the specie held on ihe two occasions 
mentioned above.1 # 

It canfiot be expected ths^ the duty of maintj^ining an 
adequate reserve to meet the i^quirements of all the banks of 
the country could be accepted oy the Bank of England^ alone, 
^et the tendenoy of business is to leave no iinemplpyed money 
outside the Bank of England. To meet ordinary risk^ a 
larger supply of unused money is much wante,d. , It* would 
also undoubtedly tend to more equable rates, and this would 
be of great advantage ?o the commerce of the country. 
Competition in business between this country and the leading 
countries of Europe is now exceedingly severe, and the advan- 
tage in the way of discounts which a Irader may often obtain 
abroad might* be quite sufficient of itself ^to turn the^ scale 
against his English cojupetitor. What is stated in Chapter XX. 
p. 203 shows this clearly. Yet we do not seem nearer to^the 
attainment of a really sufficient reserve now than we were when 
the Bank Act of 1844 was passed. To provide a compulsory 
^amount of reserve by legal enactment would be unadvisable, 
but the object desired might be secured if an agreement on 
the subject could be attained by the principal banks of the 
country. 

It is not, in any time of pressure, the amount of capital in 
the country which is taken into account, or which governs the 
immediate prlte of money. It is not the amount of coin or of 
notes in circulation. ^It is the actual amount of specie reserve 
in hand, and the power of meeting and neutralising the effect 
of the foreign exchanges, when unfavourable, which decide 
the stability of the money market. Many exceptional causes, 
it will be said, have led to the* recent fluctuations in the 
money market — to the ,vast number of changes in the rate of 
interest 'in recent ye^irs. But wath the immensely extended 
commerce now Carried on by this country, such causes, or 
similar causes, will be certain continually* fo manifest them- ^ 
selves, and the only safe course is to be prepared fo meet' 
them. To do we must be prepared to ^increase"^ the 
amount of “unused ” capital in the«country, now so exceedingly 
^and ffndul^ snfall. 

arrange this will require time, and an agr^eement between 
Q 
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the principal banks., I trust that the analysis of the trans- 
actions of the Bank of England and of the prindpal §anks 
of Europe which this work jcontains will be of 'service^ by 
showing clearly what is needed. In banking, the only secyre 
position is that of strength, and that strength is connected- 
most closely with tthe maintenance of an adequate reserve. ^ 
, It is to the development of such a reserve that the energy 
of the Banker^ of the (jnited I^ingdom should now be directed. 
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highest charged and extent of fluctuation 
compared with Bank of England and other 
European Banks, 1851-1900, Tabic 38, 
197 ; Number and extent of Annual 
Fluctuations 'in, compared with Bank of 
England and other European Bapks, 
1851-1900, , Table 39, 198; Low rates, 
conpared with Bank of England and 
other E'aropean Bank', 1851-1900, 204; 
Intermediate rates, compared with Bank 
of England and other European Banks, 
^1851-1900, 205; High rates, compared 
with Bank of England and other Banks, 
1851-1900, 208; Number of days at 
earh rate, compared with Bank of 
England and other Banks, Table 41, 
1851-1900, 209 ; Number of variations, 
1891-1900 and 1851-1900, compared with 
Bank of England and other Banks, 210 ; 
Average minimum rate charged liy, com- 
pared with Bank of England and with 
other Banks, in groups of years, 1851-1900, 
Table 42, 210; Years in which no change 
took place, compared with Bank of Eng- 
land and with other Banks, 1851-1900, 
Table 43, 21 1 ; Monthly averages, com- 
pared with Bank of England and oilier 
Banks, and with the returns of London 
Bankers’ Clearing House, Tabic 45, 216. 

Belg^iuin, Bank of ; Securities, Composition 
of, compared with Bank of England and 
other Banks, 201. 

Specie, Proportion of, to Liabilities, 84 ; 
reserve of, comparatively small, 1S4; 
and Bullion, compared with Bank of 
England and other European Banks, 

201. 

Bill brokers, Bank decided to make advances 
to, 1878, 51 ; arrangements made by the 
Bank with, 1890 and subsequently, 51 ; 
methods followed in England, unfavourable 
to quiet working of money market, 52 ; 
devel'^pfiient of, effect o f action of bankers, 
53 ; work without a Reserve, effect of, on 
Bank of England, 54. 

BilUdisc(k'.nters turn to Bank in time of 
pressure, 67. 

Bills, difference between bills^nd mortgages, 
29; fewer, great competition for, 54; not 
increased^ pv porA' .n to business generally, 
66; in circulation, e^dmates of, by Mr. 
Newmarch, and other estimates, 66 ; see 
aito England, Bank of. Bills discountt I. ' 


Bills, Eng^lish, held abroad, advantages and 
dangers of, 212-213. 

Bills, Foreign, fe^ or none held in IJnglan^, 
212; see France, Germanj, Holland, and 
Belgium, Banks of. 

Bullion held by Bank of England— In- 
land, Bank'of, Bullion. 

Business, extension in, generally, during the 
last fifty-six years,^.7 ; autumn, season of 
greatest activity in, 107 ; influence of ‘ 
periodic increase of Scotch circulation on, 
107-109 ; activity in the country, Clearing 
House returns a guide to, 132 j seasons of 
greatest activity in, shown by fluctuations 
in Bank of England rate of discount, in 
C^ aring House returns, and in those of 
rate of discount at Foreign Banks, 135: bank- 
ing, of the country, great inci^.ase in, 218. 

Capital, loanable, greater growth of, in pro- 
portion to reserve, one cause of liability 
to fluctuation in value of money, 103 ; 
loanable, growth of, outside the Bank 
greater than that held'by the BaiU, 104 ; loan- 
able, large supply of, essential to trade, 216. 

Capital, Banks of United Kingdom— 
Banks, United Kingdom. 

Capital, English, al>road, 212, 214-215. 

Capital and Deposits of other English Banks 
and Reserve — see Banks, United Kingdom. 

Capital of Bank of England — see England, 
Bank of, Capital. ' 

Cheques, recognised medium for busines 
payments in England, 162. 

Chinese Loan, 1895-6, 18. 

Clearing House, London Bankers’, effect 
of admission of Joint .Stock Banks to, on 
Bank of England Note Circulation and on 
Bankers’ Balances, 22 ; returns show no 
exceptional <]cmaiid in May and November, 
no; Returns of, 132-137; returns of, 
guide t( > l)usiness activity in the country, 132, 
135 ; Return'll Monthly Averages, 1868-1900, 
Table 18, 133; variations in, compared with 
those of .Rate of Discount, 134 ; Total 
Annual Returns, 1868-1900, 134; Monthly 
Rate of Discount at Banks of Engl^l. 
France, Germany, Holland, and 'Belgium, 
compared with Returns of, 136; Returns of, 
compared with Exports and Imports, and 
with Bank Note Circulation, 1861-ir’X), 
Table 19, 137 ; Summary of fluctuations 
in rctuiiis of, together with those in other 
return'-', 1868-1900, Table 36, 193 ; fluctua- 
tions in returns of, represent business move- 
ments, 194; returns of, compared with 
Monthly Averages of Rate of Discount 
, charged at Bank of England and at other 
European Banks, 1845-1900, Table 45, 216. 

Crises, hixed Note Issue intensifies, 163; 
see also Baring Crisis, 1890 ; Panics, 1847, 
1857, 1866, 1^90. 

Demands for^ Specie— Autumnal Drain ; 

Scotch and Irish Note Circulation. 

Deposits, Bar'ic of Fngland— ^^fEngland, 

Bank of, Deposits. 

Deposits of other English« 3 anks— Banks, 
United Kingdom. ' , 
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Diaconnt, Rate ot^see England, Bank of, 
Rate of Discount; also under France, 
Germany, Holland, aMdf Belgium, Banks 
European Baslai — see Banks, Foreign ; and 
*Fufince, Germany, Holland, and B^elgium, 
Banks of. 

England, Bank of : Accounts, Principal# 
Divisions OF, 16-32; example of Weekly 
Return, Bankers’ Balances deducted from 
both sides, 38 ; m vision, effect of, 81 ; 
^vision of, 84, 198, 200; Table 40, 206- 
207. 

Analysis of transactions, an index to finan* 
cial events, 8. 

Annual Averages of Transactions, Table 3, 
1844-1900, 11-15. ^ 

Balal^ce Sheet, example of Weekly Raurn, 
Bankers! Balances deducted from both 
sides, 38 ; compared with other Eurojjean 
Banks, 260-202 ; Table 40, 206-207 ; 
compared, 1879 and 1902 (issue against 
securities), 223, 224; see also Accounts 
of thrfi Bank o 4 England and Weekly 
Returns. 

Bank Acts of 1844-45, influence, working, 

8 ; regulation of, as to Balhon at the 
Bank, 30; influence of Scotch and Irish 
Note Circulation on Reserve through 
power of issuing notes against gold, 41 ; 
designed to suppress English Country Note 
Circulation, 74; Eflcct of, as to Division ol 
Accounts, 81 ; Act (12th December, 1857) 
to Indemnify Bank of England for excess 
issue over limit allowed in 1844, 9t-93 ; 
Scotch and Irish Note Circulation and 
Acts of 1845, 1 12 ; Dr. Charles Gairdner 
on influence exercised by, on Scotch and 
Irish Note Circulation, 113-115; clauses 
in, Regulating specie held against excess 
issue, Scotland and Ireland, 116-117; in- 
fluence of, on Rate of Discount thiough 
Reserve, 135; Autumnal Drain enhanced 
through deman^ caused by Scotch and 
Irish Issues, 139 ; limit of Note Circula- 
tion fixed by, 163 ; Act suspended, 1857, 
164; permission to suspcml^jranled, 1847, 
1857, 1866, 164; plan for modification 
proposed by Lord Sherbrooke (Mr. Lowe), 
1873, 172 ; division of resources of Bank 
into two parts by, causing demand to fall 
on smaller, 198 ; composition of reserve 
altered by, 198, 223 ; regulations as to 
punchase of gold, 199 ; increase of securities 
in Issue Department caused by, 220 ; 
clauses of, sanctioning this, 221-223. 

Bank Posf Bills, decrease in these, 19 ; Total 
Dbrosits and, 17-^; deposits, and pro- 
portion of Coin andrBullion to, 31, 76; 
see also Liabilities. I 

Bankers’ Balances, increase in, larger man 
any other branch of busijiessRif the Bank, 
1844-1877, 18; liable to be drawn on in 
times of presSlAc, 9g ; proportion to* 
Reserve, 1844-1877^ 20<. Averages of, 
20-22 ; increased more rapidly than 
Reserve, 21 ; •amount ^ Reserve largely* 
mftntained by, %i ; erect of admission 
of Joint * Stock Banks to LondoA 
JBanicers’ Cka||ng .House on, 22 ; and 
THE Reserve, 23-1^7; represent “Tjll 


• money” lather t^n Reserve, 23 ; included 
in Total Deposits, 24 ; during panics of 
1857, ii66, 24; of 1875, 25 ; influence of 
panics on amount of, 25 ; effect of stop- 

• page of Bank of Glasgow^ 1878, doubt - 

-• less on, 25-26 ; similar effect of Baring 

• Crisis, 1890, 26; London Bankers' 
Balances with the Bank of Eng- 
land, 34-43 ; Annual Averagelf Table 5, 
1844-1877, ^ ; in times of Pressure, 1857, 
1866, 1877, 36; som^imes larger than 
Reserve, 36, 37 ; increase of, a na^ral 

• growth of business, 37 ; example of pro- 
portion of Re.serve ^to liabilities, after 
deducting Banker* Balances from both 
sides, 38 ; cannot be Reserve both of Bank 
of England and ^of other Banks, 39 ; 
ultimate Reserve of all the Banks in the 
Kingdom, 39 ; practice of loaning out 
Reserves of Banks peculiar to this country, 
39 ; included among iBank of England 
Liabilities, 39 ; How FAR THEY FORM AN 
EFFICIENT Reserve, 44-47 ; Mr. H. H. 
Gibbs (Lord Aldenhiftn) on, 44-45; 
normal and abnormal, 45 ; -^jorti^ns really 
and nominally “Reserve,’^ 45; j-iortion 
nominally Reserve, only “Till money,” 
45-46 ; portion of, at Bank of England, 
only for “ Safe Custody,” 45, 46; prt)por- 
tion to Reserve in times of panic, 1847, 
1857, 1866, 89; proportion of, to Reserve, 
and Rate of interest, 1847-18^8, 90 ; 
periodic fluctuations, 217. 

England, Bank of : Bills discounted, amount 
of, in times of pressure, 1844-75, 28 ; 
influence of Rale of Interest on amount 
of, 28 ; proportion of, to total securities, 
28; AND Temporary Advances, 64- 
68; amount of, 1844-1875, 65-66; pro- 
portion to “other” securities, 66-^7; 
amount in circulation, 1873-1902, 66. 

Bullion, position of Bank of England with 
regard to gold bullion imported into the 
country, 30; what takes place when 
brought into the country, 30 ; see also 
Gold. 

Bullion, Coin and, held by the Bank, 
Average of, 30-31 ; proportion of, to 
Liabilities, 31, 76 ; proportion of, to 
Notes held by the Public, 31 ; consider- 
able increase in, 76 ; connection with 
Bank Rate not easy to trace, 76; pro- 

• portion to Liabilities and Note Cir- 
culation, 78 ; proportion of, to Total 
Liabilities, strength of Bank depends on 
this, 78 ; compared with that held by 
other European Banks, 200-201 ; demands 
on, through movements in Scotch and 
Iri.sh Note Circulation, influgnee on Rate 
of Discoui^, ft 1 9. 

Bullion, Coin and, h?ld in Issue Depart- ' 
ment — see Issue J)epartment^* ♦ 

• Bullion, silver — see Issue Dep/rtmeit. 

, Business Pftvate, conducted like any other 
bank, *68^. 

Capital, paid-up, largest of any Jknown 
bank, 17; amoe^ ol^ncbj^t^ng rest, 64; 

• proportion tirdcposits, 19 ; large amount 
of, com|Tared wijB other European banks, 

r n *00. ’ 1 • 
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England, Bank of; t Deposits, Chanceiijr Table 36, 193 ; proportion of Reserve to, 

Balances included with Government, influence on Rate of Discount, 219. 

since 1873, 10 mfe; Total|. AND Banc England, Bank of: Management, continui^ 
Post Bills, 17-19; Private, largest in, needed, 58. * 

increase in these, 18; Public, 18; pro-* Circulation, connected with Reser>fe, 

g Ktion to capital, 19; Total, Bankers*. g. “Notes issued,” how entereif in, 

alances included in, 24; “other” De-> Xable 3,. 10 noU ; “Notes Issue!),” 

posits, increase in 1875, 1^78, 25-26 ; ' Specie and Securities in Issue De- ^ 

■ UniffiVmity of rate for, and for discounts, partment, 17 ; ANNUAL Averages 


advisable, 61-62 ; of Bagk, Mr. Thomson j 
Hankey on investment of, 65 ; Public, 
held, compared with those held by other 

*Euro5)ean Banks, 201 ; see also Liabilities. » 

Directors, upinidn^of, as to ^xing rate 
valuable, 57. 

Governing Body of the Bank^ Constitution 
of, 58 - 60 ; M{. Bagehot's remarks 

thereon, 58 ; Parliamentary Reports, 
1848, remarks therein, 58-60. 

Governor, pernjanent, desirable, 57 ; re- 
commended in I’arliamentary Report, 
1848, 60. ^ , 

Government Securities— Securities. 

Issue Department, Notes Issued, Specie 
ANif Sicca RITIKS IN fHE, 17 ; Increase 
in gold and notes issued, 31 ; proportion of 
notes issued against liullion and securities, 

32 j Note Circulation Bank of 
England, Country Note Circula- 
tion, AND Coin and Bullion in the, 
69'*8o ; Monthly Averages of, bullion in 
the, 1845-1900, Table 7, 71 ; Silver 
bullion held in, 78 ; Silver bullion held, 
discussed in connection with Indian ex- 
changes, 79; Silver bullion held, 1844-53, 
and gold coin and bullion and silver 
bullion held, 18O0-61, Table 10, 80; 
Gold bullion held in the, during panics, 
1847, 1857, 1866, and 1890, 89-90; 
Summary of fluctuations in Inillion in 
the, together with those of other returns, 
1845-1900, Table 36, 193; division of, 
from Banking Department in accounts, 
198 ; Gold bullion in, 199 ; Securities 
in, increase caused by Bank Act, 1844, 
220; clauses sanctioning this, 221-223; 
gold held sometimes less, while amount 
of notes issued greater, returns showing 
this, 1879, 1902, 223-224. 

Liabilities, Total, 19 ; increase in, 19 ; 
proportion of Reserve to, smaller in 

‘ recent years, 20 ; proportion of Reserve 
to, 1846-1877, 24 ; proportion of buftioii 
held by Bank to, 31, 76; example of 
proportion to Reserve after deducting 
Bankers’ Balances, 38 : Bankers’ Balances 
included among, 39-41 ; proportion of 
bullion held by Bank to Total, strength of 
Bank dfpends on this, 78 ; The Reserve 
AND, 81-94 ; Reserve mid, main point to 
consider, 81-84; Monthly averages of 
Resenfe and, 18^5-1900, Table ii, 
8ar83 ; propor^on of Reserve to, 84, 86 ^ • 
proportion of Reserve to, vonrected wi^h 
fluctuations in Rate of DisjoiKnt, 86-87 > 
proportion of Reserve to, in crises, 18^7, , 

«*S7, ; ^s-portion of Reserve 

to, and Kate of Intere»."», 1844-1878, 90 ► 
Summary of fluctuations in, lopther with 
those of other Baifks, etc., 1845-1 


OF, 22-23; efieefof admission of Joiner" 
Stock Banks to London Bankers’ Clear- 
ing House on, 22 ; increase of, fn the 
provinces, 1844-1875, 22 ; proportion of 
notes to bullion in Issue Department, 
31-32 ; Bullion held in the Issue De- 
raki'ment; English Country Note' 
Gikculation, 69-80; Monthly Averages 
of, 1845-1900, Table 6, •jp\ fhfluence 
of Autumnal Drain, 72 ; increase, 72 ; 
in London and in the firovinces, 72; 
may take place of lapsed country note 
issues, 72, 74 ; and metallic circulation, 
72-73 ; (Iiminuti()n,^ i879-i8^^, increase, 
1894-1900, 73 ; analysis of notes com- 
posing, 74, 76; Composition of, 1856- 
1876, Tfble 9, 77 ; proportion of bullion 
held by Bank to, 78 ; text of Bill pro- 
posed by Lord Sherbrooke (Mr. Lowe) 
to allow excess issue, 1873, 93-94; com- 
pared with Clearing House Returns and 
with exports and imports, 1S61-1900, 
Table 19, 137 ; compared with Note ^ 
Circulation in Germany, 162-164, 166; . 
fixcil by Bank Act, 1844, i^> 3 ; ^^ced issut* 
intensifieis crises, 163 ; Bank Act, 1844, 
fixing limit of issue, suspended, 1857, 164; 
permission to suspend granted, 1847, 1857, 
186b, 104 ; fixed amount, 166 ; ^lotes 
“issued’’ form part of Reserve, 166; 
projiosal to adopt tax on excess issue, as 
in Germany, 1 72 ; requirements in Eng- 
land dificrent to those in Germany, 172 ; 
Lord Sherbrooke's plan for modification 
of Bank Act of 184471873, 172; Treasury 
shares profits of issue, 172; Summary of 
fluctualio^is in, together with those of 
other returns, 1845-1900, Table 36, 192; 
amount of, compared with otlver Europ^gn^ 
Banks, 201 ; Clauses of Act regulating '' 
issue of Bank Notes, 221-223 ; fixed issue, 
increase of, 1844-1902, 223; amount of 
notes issued greater, while gold held le|f>, 
returns showing this, 1879, I9<J2, 223- 
224 ; %ee also Note Issue. 

Note Issue, legal impediments to extension 
of, 88 ; advantage of modorate rate for 
excess isiue, 88 ; Act to indemijify Bank 

* of England f«r excess issue over limit 
allowed in Bank Act, 1844, 12th Decem- 

* ber, 1857, 91-93 ; see also Note Circula- 
tion. c ^ 

Notes, Reserve of, represents greater part 
of gold at •:omi»Rnd of Bank, 84; 
amount neqeSkaidy smaller than coin and 
bullion held, 84; during panics, i8a 7, 
1857, 1866, and 1890; 89, 90; see Ke- 
• serve. & % * * 

• Policy of, distinct statemenf needed, 61. 

Railway Debentures 1^14 by — w Sgui 
ties. 
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Eaglandt Bank of ; Rate of Discount (Kate 
»f Interest), influence of, on amount of bills 
li|(COunted^ 28 ; Avei^qe, 32 and Market 
iate, divergence between, 32 ; Table 4, 
845-1900, shows this, 33; fixing Rate of < 
Discount and protection of Reserve should j * 
)e in same hands, 47, 62; The Pub# 
JSHED Rate, 48-54; Bank announced, 
[878, that it not feel bound to 
adhere as closely as formerly to a fixed 
Vlinimum Rate, 48-51 ; information as 
o this, Parliamentary Reports, 1847-S, , 
[848, 48-49 ; down to 1839, 49 ; market 
^alue of money considerably below Bank 
n 1844, 49; Rate between 1839-1844, 
|.Q; “new system of discounting, ^1844, 
Bank adapted its own Rate to 
Marked Rate, 1S44, 49 ; effect of this 
lown to 1848, 50 ; Lord Overslone (Mr. 
Samuel Jones Lloyd) on the Bank Rate, 

50 ; position of Bank to outside market 
[iffy years ago, 50; Bank Rate and 
Marlftt Rate tin 1857, 1858, 50-51 ; 
drawbacks to published, fixed, 51 ; action 
3f Bank helpful to Bill-brokers, 51-54 
[see Bill-brokers); Tfie* Published, 
ftND THE Reserve, 55-63 ; not so clear 
a guide to Market Rate as formerly, 
55-56 ; Metropolitan Joint Stock Banks, 
in 1877, undertook independent course 
of action witli regard to, 55 ; Bank of 
England no longer bound by its own, 

56 ; frequent changes in, 57 » value of 
opinion of Bank directors as to fixing, 
57; standard rate for discour t needed, 

61 ; joint coniniitlec, Bank and London 
Bankers, could fix, 61-62 ; advantages of 
such an arrangement, 61-62 ; uniformity j 
of rate allowed on deposits advisable, 1 
61 ; influence of Bank on, less than 


1 

4 


formerly, 67 ; not easy to trace cim- 
nection of bullion held by the Bank with, 
76 ; variational!, 85, 86 ; mean of ex- 
treme variations in, 86, 87 ; greatest 
fluctuation, in each decade, 87 ; difference 
between highest and loN«cst month, 87 ; 
proportion of Reserve to Liabilities con- 
micted with fluctuations in, 86-87 ; average 
for each month, 1845-1900, 88 ; advan- 
tages of moderate, for excess Note Issue, 
88; during panics, 1847, 1857, 1866, and 
1890, S9-90; low reserve accompanies 
high rate of interest, 90; proportion of 
Reserve to Liabilities and Bankers* 


Balances to Reserve, 1844, • 1847-1878, 
89-9(f; Variations in, 1844-1900, 95- j 
105 ; valuable inde^ to flifctuations ^ the 
Money Maikct, 95 ; description of tables 
explaining, 96; Monthly ^veragj^ of 
Minimum, 1845-1900, Table 12, 97 ; 
Number of da}S at esich Ate anu num- 
ber of change in e^h year, 1844- 1901^ 
Table 13, 9^9; number of days at ' 
each rate, irrangef fr( 5 i« highest number • 
to smallest, and from lowest rate to 
highest, Table 14, iqo ; details of vym- 
ffons in,^, rt)i-l02', fewer high rates 
than previously from 1873-1900, 102- ’ 
j[03; low*rates,* 1891-1897, 103; and^ 
market ra^, hamfony be^w^een, |p4; 


% 


Some th» Causes which in- 

fluence, 106-111 ; Reserve, relation of, 
to, Id® J tendency to lower rates in last 
thirty-six years, io6; influence of autumnal 
demand and of Scotch &nd Irish Note 
Circulation on, 107-110; pressure on 
Bank in May and November, mailed in, 
no; Monthly Averages of, w#h those of 
Scotch and Irish Note- Circulation and 
specie helii, arranged^ from smallest td 
largest figures, 1845-1900, Table 17, 124- 
13 1 ; returns of, compared with thifte of 
London Bankers’ Clearing House, 134 ; 
seasdlis of greatesDbusiness activity shown 
by, 135 ; influenced by Bank Acts, 1844- 
1845, tfjrough the Reserve, 135; Monthly 
average compared with that at Banks of 
France, Germany, Plolland, and Belgium, 
and with Clearing House Returns, 136; 
connection of Autumijal Drain with, 139 » 
hig^^ in autumn months, 139 ; no guide 
to Market Rate previous to 1844, 14O; 
compared with that ,)<)f France, 151^ 
152 ; compiired with that of ^'rance in 
years of paii 5 c, 1847, 185/^, 1866, 18^, * 
152; number of changes compared with 
those of Bank of Germany, 160, 171 ; 
proposal for mitigating fluctuations in, 
172; injurious effect of high, on industrial 
prosperity, 173; compared with that at 
Bank of Holland, 177; at ^Bank of 
Belgium, 184, 186; Fluctuations in, 
COMPARED with OTHER BUSINESS 
Fluc ruATiONs, 190-202 ; variations 
comparatively severe since 1845-54, 191 ; 
compared with those at other European 
Banks, 191-195 ; Summary of fluctua- 
tions in, together with those of other 
returns, 1845-1900, Table 36, 192 ; 
fluctuations in, more extreme than at 
other European Banks, 195; disadvan- 
tages of high range of fluctuation, 195 ; 
causes of severe fluctuation, 195“'^ 99 5 
demands for specie, a cause, 195, 198 ; 
Number of variations compared with 
other European Banks, i 845 -i 900 » Table 

37, 196 , Lowest and highest charged, 
and extent of fluctuation, compared with 
other European Banks, 1844-1900, Table 

38, 197 ; Number and extent of fluctua- 
tions, compared with other European 
Banks, 1844-1900, Table 39, 198 ; and 
Autumnal Drain, 198 ; extent of fluctua- 
tions connected with want of fluidity of 
assets, 199; Some remarks on, at 
THE Bank of England and at other 
European Banks, 203-216; compared 
with other European Banks, 203; low 
rates compared with otlaer European 
Banks, #8^1-1900, 204; intermediate^ 
rates compared with oth^r European 
Banks, 1844-1^00, 205 ; high rates conr- 
paretl with othef EuApean'^ Banks, 
18^1960, 208; Number of days at^, 
ea^ra^e compared with other European 
Banks, 1844-1900, Table 41, 20 ^; Num- 
ber of variatRTxs, ? 59 i -\900 and 1844- 
1900, cornered with other Banks, 210 ; 
Average mininaum rate charged by, com- 
pared with omer European Banks, dn 
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^ during pnses, 1847, 1857, 1866, 89; 
High Ka|e of Intei;^st accompanied by 
90^ proportion of, to Lia- 
bilities and Rate of Intere^, l5i:’4-i878,t 
90; proportion of Bankers’ Ba^^nces to, 
an<l Hate of Interest, 1847-1878, 90 ; 
greater gj^^rtk^ Ma^le capital in pro- 
portion to, one cause of Iftibilitv to fluctua- 
tior in value of m^ey , 10,^ ; ^ dt>es not 
• incieaso in proportion 10 demands in 


groups of years, i845-*i90o,TaabIe42, 2iOf 
Years in which no change took place, 1845-2 
, 1 900, compared with other Banfe, Table 43,* 
21 1 ; greater uniformity secured by larger 
Reserve, 215-216; Monthly Averages, , 
compared with other European Banks and 
w^^h returns of London Bankers* Clearing 
House. 1845-1900, Table 45, 216 ; rela- 
tion 01 Reserve to, 218; influenced by 
foreign exchanges, 219 influenced by 
discounts at nome, specie for export, 
proportion of Reserve to Liabilities, 
demailds on bullion made through Scotch 
and Irish* Notft |Circulation,, and the 
Autumnal Drain, 219; variations, fre- 
quent and rapid, 219. ^ 

England, Bank of : <late of Interest— w/f 
Rate of Discount. 

Reserve, Note Circulation connected with, 

8, 22 ; Scotch Jnd Irish Note Circulation 
also connected with, 8, 41 -4^; The 
AVKRA tiE, 19-20; increase in, i9-2«; 
proportion of* to Liabilities, smaller in 
recei^ ye.y.s, 20, 41 ; alterations in char- 
acter of demands on, ib ; proportion of 
Bankers’ Balances to, 1844-1877, 20, 41 ; 
Bankers' Balances, proportion of, to the, 

2i ; Bankers’ Balances and the, 23- 
27; Bankers’ Balances represent “Till 
Money ” rather than, 23 ; proportion of, 
to Labilities, 1846-1877, 23-24 ; diminu- 
tion of, during panic, 1866, 25 ; amounts 
in panic, 1875, 25; in 1878 and 1890, 26; 
amount during panics, 1857, 1866, 1875, 
36; Bankers’ Balances sometimes larger 
than, 36-37; example of proportion of, to 
Liabilities after deducting Bankers’ Bal- 
ances, 38; Bankers’ Balances cannot be 
Reserve both of other Banks and of Bank 
of England, 39; proportion of, to Liabili- 
ties, Bankers’ Balances being deducted, 

41 ; all demands centre on, 41 ; Autumnal 
Drain, 41-42; influence of Bank Acts, 
1844-1S45, 41 ; HOW FAR BaNKERS’ BAL- 
ANCES FORM AN EFFICIENT, 44-47; por- 
tion of normal and abnormal Bankers’ 
Balances really and nominally “Reserve,” 

45 J portion of Bankers’ Balances only 
“ Till Money,” 45-46 ; protection of, and 
fixing Rate of Discount, should be in 
same hands, 47, 62; demands on, in- 
rreased by suppression of English CounD-y 
Note Circulation, 74 ; and Liabilities, 
81-94 » and Liabilities, main point to 
consider, 81-84; and Liabilities, Monthly 
Averages of, 1845-1900, Table ii, 82- 
83 ; proportion of, to Liabilities, 84-86 ; 
proportion of, to Liabilities, connected 
with fluotuations in tl^e Rate of Dis- 
count, 86-88 ; proportion to Liabilities, 


it, 103; Capital and deposits of other 
*872-1901, 104: Influence 
on Market Rafe of Bank regulation of 
Reserve, 104; relation 6f, to rate of 
Interest, 106 ; the only source whtoce 
^ specie can be drawn for Note Circula- 
tion, Scotland and Ireland, 115; Batik 
Acts, 1844-45, influence on Rate of Dis- • 
count through, 135 ; notes form part of, 
166 ; Summary of Ifhctuations in, together^ 
with those of other returns, Table ,36 
1845-1900, 193 ; division of, in ac8ord’ 
ance with Bank Act, 1844, 198; larger 
bullion, needed to meet sudden demands, 
215-216; greater uniformity in Bank of 
^gland Rate of Discount secured by * 
kfrger, 216 ; relation to Rate of Interest, 
218; proportion of, to Liabilittes in’ 
fluences Rate of Interest, 21*9 ; composi- 
tion of, altered by Act of 1844, 220; 
influence of increase in deposits of other 
Banks on, 220; need of larger, 224-225 ; 
strength of Bank connected witWidequate, 

England, Bank of : Reserve of Notes— ^<5:^ 
Notes. • 

Rest, amount of, 17, 64. 

Securities, Notes Issued, Specie and 
Securities in Tiit: Issue Depart- 
ment, 17 ; Annual Averages of the 
O’J’HEK, 27-30; Government, 27; pro- 
portion of bills discounted to total, 28 ; 
held by the Bank of England, want of 
fluidity in, 29; amount of “other,” in 
1902, 29; divided between “Govern- 
ment” and “other” securitie.s, 64; rail- 
way debentures held by, 1865, amount 
of, 65 ; proportion of bills discogntefl to 
“other’’ securities, 1844-1875, 66 , 67, 
composition of, compared with those of 
othei European Banks, 201 ; increase of, 
in Issue Denaitmenl, caused by Act of 
1844, 220: clauses «if Act sanctioning 
this 221-223. 

Specie— Issue Department, coin and 
bullion helfi by ; sei> aho Bullion. 

Specie, demands for -see^ Autumnal Drain, 
and Note Circulation, Scotch and kish.** 
Temporary advance^, fluctuations in, 29; 
Bills Discountp:d and, 64-68; im- 
mediate wants of business indicated by^ 

67 ; 1844-1875, 67-68 ; fluctuations in, 

68 ; m panic year, i866, 68. 

Treasury ^Letter, November 12th, 1857, 89; 

compared with Bank Act (Holland) of 
1884, 177.* 

Weekly Returns, c^stantly studied, i ; more 
information formerly than now, 1-2; 
Example of this, Table 1,2-3; details in 
parliamectar:^ reports, 3, 6-7 ; Table 2, 
4 - 5 ; disadvantages of omissions, 6; 

• example of, fenksirt’ Balances being 
deducted frogi^ith sides, 38 ; 1879 and 
1902 compared (issue against securitiet^, 

, ^223-?24. • 

Exports and fmportift, c<ynpared* with 
dealing House Returns and with Bank ^ 
Note Circulation, i86itidbo, Tabl^^9,-^ 
^ 37 ; e)|cess of iiliports, | danger to our 
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commerce and banking system, 213-214; % Table 36, 197; Number and extent of 
returns, 1861-1900, Table 44, 213. I fluctuations compared with those at Bank 

Fluidity, want of, in secffrities held by Bank f Eif land and other European Banks, 
j of England, 29 j extent of fluctuations in J 1844-1900, Table 39, 198 ; low rates 

Bank of England rate, connected with *• compared with Bank of England and 

jvant of fluidity of assets, 199; fluidity ofd European Banks, 1844-1900, 204; 

resources of other European Banks, 20a 0 intermediate rates compared witjj Bank 

Foreign Banks-r^« Banks, Foreign. England and other European ^anks, 

„ ^ ^ 1844-1900, 205; high, rates compared 

F^eign Exchanges, Bank of England with Bank^fEnglandand other European 

IJate of Discount influenced by, 219. Banks, 1844-1900, 208 ; number of days 

Foi%ig;n Trade of United Kingdom, 1861- at each rate compared with Bank of 

1900, Table 44, 213 ; see also Exports and * England and other EuropAn Banks, 

Imports. 184^1900, Tablf aft9; number of 

France, Bank of: Organisation of, 141-143, ^variations, 1891-^1900 and 1844-1900, 
147-148 ; business of, method on^which compared with Bank of England and 

ctried on, 147; Governor ancf Sub* other European# Banks, 210; Average 

Goverilprs generally fix Rate of Discount, minimum charged by each Bank compared 

147-14I: governing body of, commercial with Bank of England and other European 

element sometimes said to be not suffi- Banks, in groups oi years, 1845-190O, 


ciently represented in, 148 ; management 
of, in timer* of difficulty (especially in 
1 870^ 1 874-5 liable judicious, 148; 

other banka in France, 148, 149 ; assist- 
ance given to Bank of England in Baring 
Crisis, 1890, 148, 152 ; facilities given by, 
to tiade of country, 149. 

Balance Sheet compared with Bank of Eng- 
land and other European Banks, Table 
40, 206. 

Brarches extend over France, 143, 147. 

Capital, amount of, compared with Bank of 
England and other European Banks, 200. 

De^sifs, public, compared with Bank of 
England and other European Banks, 201. 

Gold and silver held, 1877-1900, Table 24, 

IS3- 

Biabjities, proportion of specie to, 81, 84, 

Note Circulation compared with Bank of 
England and other Banks, 201. 

Rale of Discount, Monthly Aver^es of, 
compared with Banks of England, Ger- 
many, Holland and Belgium, and with 
London Bankers’ Clearing House Returns, 
1845-1900, 136; influence of autumnal 
movement of gold show 9 i in returns of, 
139; Variations in, 1844-1900, 140- 
%53 ; before 1844 vary, 141 ; 

Monthly Averages of minimum, 1845- 
1900, Table 21, 142; Number of days 
at each rate, and number of changes, in 
each year, 1844-1900, Table 22, 144- 
145; Number of days at each rate, 
arranged from highest numt 5 er to small- 
est, and from lowest rale *10 highest, 
1844-^900, Table 23, 146; generally 
fixftd bv (rovernoiu and Sub-Gove|nors, 
147-148; compared with Bank of Eng- 
land, fewc. changes in, I5*%i52;^ith 
Bank of Germany, 160, 17 t ; with Bank 
of Holland, 177; afid firith Lank of 
Belgium, 184-186 ; ^ummary of fluctua- 
tion:- in, togdher Tilth those in other " 
returns, i845“i9odfT£*ftle 36, 192; Num- 
ber of varis^ions in, cor^ared with Bank 
^ England and othe^ European Bagks, 
1044 19C|5>, Taole 37, 196; Lowest and 
highest rate charged and extent of fl Aetna- ’ 

■i^on in, col^re^with Bank of England , 
and other ^uropetfl Banks, |844-i^, 


Table 42, 210 ; Years in which no change 

• took place, 1844-1900, compared with 

Bank of England ai^l other European 
Banks, Table 43, 211 ; Monthly averages 
compared \«ith Bank of^ngBind, other, 
European Banks, and London Bankers’ 
Clearing House Returns, 1845-1900, 
Table 45, 216. ^ 

France, Bank of: Securities, composition of, 
compared with Bank of England and 
other European Banks, 201. • 

Specie, proportion of, to Liabilities, 8l, 84 ; 
and rullion held, compared with Bank of 
England and other European Banks, 20 1. 
France, Banking in, and in England, differ- 
ences between, 148-149; other Banks in, 
besides the Bank of France, 148-149; 
compared with Germany, 160-1 61. 

Gairdner, Dr. Charles— Note Circulation, 
Scotch. 

Germany, Imperial Bank of: History of, 
155; founded originally, 1765, by Fred- 
erick II. of Prussia, 155 ; present position 
of, 155 ; management under control of 
State, 158; other Banks in Germany 
besides the, 160. 

Balance Sheet compared with Bank of 
England and other European Banks, 207. 
Bank Act (Germany), 1875, 155 ; Sections 
25-31, 158-159 ; limit of Note Issue fixed 
^ by, 162 ; requirements as to cash held 
against Note Circulation, 165. 

Bank Act (Germany), 1899, limit of Note 
Issue increased by, 1899, 162-163. 
Branches over whole of Germany, 160; 
number of, 160. 

Capital and Reserve compared with Bank 
of Englanc^ and other Euiopean Banks, 
200. • # 

Bills, Inland, dealt in, 16 1 discount oL 
most^ injjj^irtant item on fcredit side of 
account, 166; Inlafkd an# Foreign, large 
• an^ntf)f, held, 167. ' * * m 

**Cu<TCnt •A.cccunts {Giro Verkehr)^ 161 ; 
convenience in remitting mone y Ah rough- 
out Germany’H^mAftis o^*i 6 i-TC 5 . 
D™sits^pilf 5 lic, compared with those at 
Bank of England and other European 

• Banks, 201. • 
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Germany, Imperial Bank of« Liabilities 
proportion of specie to, 84. 1 

Note Circulation, important factol^nGermail, 
business, 162, 164 ; reserves held against, 
162-167; *limit fixed by Bank Act of« 
1875, 162; increased by Bank Act, 1899, \ 
1^-163,; authorised and excess issue, 
i62-i|^ 4 ; tax of 5 per cent, on excess 
issue, 164, 166; compared with English 
Note Circulatyjn, 162-161;, 166; require- 
ments of Bank Law as to cash held 
ftgainst, 165 ; average cover, 165 ; in- 
crease*'of excess issue, 165 ; notes issued 
as requireii, i6b;f three limitations on 
note issue, 166; legal tender notes and 
gold must be held at least for one-third 
of notes in circerlation, 167 ; Annual 
averages of, 1876-1900, Table 29, 169; 
dates and amounts of excess issue beyond 
legal limit, 1^1-1900, 169-171 ; com- 
pared with Bank of England and other 
European Banks, 201. * •• 

Rate of Discovnt, Monthly Averages of, 
compared v;»th those at Banks of England, 

I France, ITollaml, and I?tlgiuin, and with 
Lomlon Bankers’ Clearing House Returns, 
1845-1900, 136; influence of autumnal 
movement in gold shown in returns of, 
139; Variations in, 1844-1900, 154- 
173 ; Monthly Averages of minimum, 
i 845»>-I900, Table 25, 156; Number of 
days at each rate, and number of changes, 
in each year, 1844-1900, Table 26, 157; 
Number of days at each rate, arranged 
from highest numlier to smallest, and from 
lowest rate to highest, 1844-1900, Table 
27, 158 ; rate below 3 per cent, never 
charged, 17 1 ; number of changes com- 
pared with Banks of England and France, 
160, 171-172 ; compared with Banks of 
Holland and Belgium, 17 1 ; 4 per cent, 
the most usual, 17 1 ; compared with 
Bank of Holland, 177 ; compared with 
Bank of Belgium, 184, 186 ; Summary of 
fluctuations in, together with those in 
other retunis, 1845-1900, Table 36, 192; 
Number of variations in, compared with 
Bank of England and other European 
Banks, 1844-1900, Table 37, 196 ; Lowest 
and highest charged and extent of fluctua- 
tion during each year coyipared with 
Bank of England and other Europe|in 
Banks, 1844-1900, Table 38, 197 ; Number 
and extent of fluctuations, compared with 
Bank of England and other European 
Banks, 1844-1900, Table 39, 198; low 
rates compared with Bank of England 
and other European Banks, 1844-1900, 
204 ; intermediate rate^ compared with 
V Bank of England and olier European 
Banks, ^844-igoo, 205 ; high rates com- 
' paied with Bank of^EngJand pd other 
European Qanksf 1844-1900, 208 ; Num- ' 
^ 1 ber erf days at each rate c6inp)il^d with 

Bank of England and other Ewope^ 
Baijks, Table 41, 184^1900, 209; number 
oHfariatw^s, and 1844-1900, 

compared with Bank <Jf> ^Jngland and ’ 
other European Bapks, 210 ; average 
» minimum charged <by, compared whh 


B^nk of England ana otner iLuropean 
Banks, in groups of* years, 1845-1900, 
210; YcArs which no ebangjg^ took> 
place, compared with Baftk of E^land 
' and other European Banks, ^844-1900, 
Table 43, 21I); Monthly Averages at, 

^ compared with Bank of England alid 
other European Banks, and with returns 
of London Bankers’ Clearing Houje, 
Table 45, 1845-1960, 216. ^ 

Germany, Imperial Bank of; Securities^keld 
can be rapidly turned into cash, 167 ; 
composition of, compared with Bank of 
England and other European Banks, 201. 
Specie, proportion of, to Liabilities, 84 ; , 
held by Bank, 1S76-1900, Table 28, 
rc8*; and bullion compared with ffAnk of 
' England and other EuropeanfBanks, 201. 
Germany, introduction of gohj standard in, 
1872, and unsteadiness of money market 
at time, 160 ; banking in, compared with 
England and France, 16^161, 162, 164; 
other Banks in, 160. #■’ ** ' 

Gibbs, Mr. H. IT. (Lord Aldenham), on 
Bankers’ Balances — see England, Bank of, 
Bankers’ Balances. 


Glasgow, Bank of, stoppage of, effect doubt- 
less on Bankers’ Balances, 1878, 25-26. 

Gold, regulations as to jiurchase of, by Bank 
of England, Bank Act, 1844, 30, 199 ; 
influx in May and June, 1 39 ; sec also 
Autumnal Demand. 


Gold Bullion — sec England, Bank of, Bullion. / 

Governor of the Bank of England— 
England, Bank of, Governing Body of. 

Hankey, Mr^ Thom.son, on “Bills” and 
“ Mortgages,” 29 ; on investment of 1 de- 
posits of the Bank, 65. 

Holland, Bank of: established 1814, 174- 
175 ; management, system of, 1 74-1 75 ; 
print ipally a Bank of Discount, 176-177. 
Balance Sheet, comrijifed with Bank of 
England and other European Banks, 206. 
Bank Act (Holland), 27lh April, 1884, 
allowing ssiic of silver coin, compared with 
Treasury Letter in England, 176-177, 
Bank Law (Holland) of 1888 allowed..Banlfr 
to buy bills payable abroad, 176 ; of 1884, 
an acknowledgment of responsibility of 
State to endeavour to keep standard of 
value from fluctuating, 177. ' 

Branch (Rotterdam), agencies and' corre- 
sponderfis, 1 75, 

Bills payrble abroad, not allowed to buy, 
before 1888, 176; inland aftd foreign 
jield, 176. ‘ ^ ' 

Capital and Reserve, 176 ; compared with 
^ank i f England and other European 
^anksf 200. 


Deposits, frUbli.;, compared with Bank of 
England and other European Banks, 201. 
Discounts and Leans, 

Gold, demand if. r ^port of, 1882, 176. 
Liabilities, proportion of |Decie to, 84. ** 

Loans and advances, 176. 

Note Circulation, cover in cgin and oullion 
40 per cent., 176 ; amount of, compared 
with Bank of England end^other Eurgppan ^ 
^ Bank^, 201. ^ 
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HoUaitd, Bank of: Rate of Discount, 
Monthly Averages of, compared with 
,Ose at ^Ba^ks England, France, 
ermanT; and Belgium, and with London 
ankers^ Clearing House Returns, 1^6 
duence of autumnal movement in gold|} 
lown. in returns of, 139; compared^' 
ith that at Bank of Germany, 17#, 
r7; Variations in, 1844-1900, 174- 
So; lower, oif‘ average, than that at 
her European Banks, 177 ;• compared 
ith that at Banks of England, France, 
id Germany, 177 ; Monthly Average of*' 
inimum, 1845-1900, Table 30, 178 ; 
*,umber of days at each rate and numlier 
of changes, in each year, 1844-1900, 
Jable 31, 179; Number of daystht each 
rate, arranged from highest numbc<i»to 
smallek, and from lowest rate to highest, 
1844-1^10, Table 32, 180; compared 
with that at Bank of Belgium, 184, 186 ; 
Summary of fluctuations in, together with 
tlmy in otllk returns, 1845- 1900, Table 
36 ][i 92 ; Numl)er of variations in, com- 
pared with those at Bank of England and 
at other European Ban^s, 1844-1900, 
Table 37, 196; Lowest and highest rate 
charged , and extent of fluctuation in, 
compared with those at Bank of England 
and at other Europ)ean Banks, 1844 1900, 
Table 38, 197 ; Number and extent of 
fluctuations, compared with those at 
Bank of England and at othei European 
Banks, 1844- 1900, Table 39, 198 ; low 
rates compared with Bank of England 
and other European Bank-, 1844-1900, 
204 ; intermediate rates ci mi pared with 
Bank of England and other Euroiiean 
Binks, 1844-iyoc', 205; high rates com- 
pared with Bank of Eiigland and other 
Europjean Banks, 1844-1900, 208; Num- 
ber of (lays at each rate compared with 
Bank of England and other Eurojican 
Banks, Table 1844-1900, 209; Num- 
ber of variations, i^i-rycx* and 1844- 
1900, compared with Bank of England 
and other Europieau Bants, 210 ; Average 
minimum charged l)y, compmred with 
Hank of England and other Eurojiean 
Banks, in groups of years, 1845-1900, 
Table 42, 210, Years in which no change 
took place, compiared vvith Bank of Eng- 
land ami other European Banks, 1844- 
1*900, Table 43, 211 • Mondily Averages 
at, compared with Bank of^nglaiid and 
othep^ European Bank'^, and'with returns 
of London Bankers’ Qlearing i lous‘d-, 
Table 45, i845-i9fo, 216. • 

emittances and drafts, 175, 176. 
scurities, composition of, coiViared'with 
Bank of E 'gland a^d clher mropean 
Banks, 201. 

Specie, proporti^ oT#to Liabilities, 84; 
and Bullion held,*ccHpared with Bank 
• of Englanci and other Europiean Banks, 

|oi. ^ • 

« Stamp; Dul^, 17^ 

Imgerial Bank Qermany, the— w Ger- 
' many, the Impierial ^nk of. - * 




Imports— Exports. 

Iluterest, Rate of—see England, Bank of, 
Rate (^Discount: 

Investment of Deposits of the Bank,* Mr. 

Thomson Hankey on, 65# 

Ireland, Banks in—sae Banks, Ireland. 

Irish^ Note Circulation— l^te Circula- 
tion, Irish, and Scotch and Iri^. 

Joint Stock Ranks — jw,paiiks, Joint Stock. 
Liabilities of the Bank of Engpland— 
England, Bank of, Liabilities. ^ ^ 

Lloyd, Mr. Samuel Tofies (Lord Overstonc), 
on Ilftnk Rate —Ac England, Bank . of, 
Ratb of Discount. • 

London Bankers’ balances at Bank of 
England — see England, Bank of, Bankers’ 
Balances. 

London Bankerp’ Clearing House— Jtfr 

Clearing House, London Bankers’. 

&Owe, Mr.— jcc Sherbrooke, Lord. 

Market, position of BiOJik to outside, fiCty 
years ago, 48^51. i 

Market Rate and Bank Rate, divergence 
between, 32 ; Ti.ble 4, 1845-1900, 33 ; 
Bank adapted its own rate to, 1844, 49; 
cflcct of this down to 1848, 49-50? and 
Bank Rate in 1857, 1858, 50-51 ; Bank Rate 
not so clear a guide to, as formeij^y, 55-56 ; 
influence of Bank on, less than formerly, 
67, 104 ; Bank of England Rate previous 
to l8i4 no guide to, 140. 

Money, unsteadiness in the value of, 42 ; 
market value of considerably below Bank 
Rate before 1844, 49; greater growth of 
loanable capital in proportion to reserve, 
one cause ot liability to fluctuation in value 
of, 103 ; in the country, greatly increased 
(luring last fifty years, 219. 

Money Market, methods as to Bill-broking 
followed in England, unfavouralde to quiet 
working of, 52 ; Rate of Discount, a valuable 
index to fluctuati(ms in, 95 ; demands for 
specie in London, connected with Bank 
of England Rate of Discount, 195, 198 ; 
English, connected with foreign, *15 ; 
English, largely the Clearing House of 
the world, 215 ; influence of Bank of 
England gn, 219. 

Money Markets of Europe and America, 
Recent events influencing, 9 ; foreign, con- 
nection with English, 215. 

Mortgages and Bills of Exchange, differ- 
ence between, 29. 

New York, Associated Banks — see Banks, 
New York. « 

Newmarch,*Afr., estimate of Bills in circa'- 
lation, 1851, 66; of metalljp circulaticm, 
73 ; hji^ings §i Banks ir 1851, 220. ^ 

^ Note Cjfimtion. • ^ 

Circulation, Bank of England — sW 
* Bank 6f England, Note CirculaUon. 

Note CircuUtii^^ FiwiSWr Ger- 

many, H ''liana — see Belgium, France, 
Gerni^y, Holland, Banks of, Note Cir- 
culation. 
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Note Circulation. r ^ 

English Country Note Circulation*.! 
Bank op England NoteCir6^i.ation, ' 
Bullion held in the Issue Iu^part- I 
MENT, 69-^; English Country Note 
Circulation, Bank of England Notes take V 
th&plaqa of lapsed Issues of, 72-74 ; .Bank 
Act of^tS 44 designed to suppress, 74; 
demands on Reserve increased by sup- 
pression of, 74 ^ suppression of, disadvan- 
tage to local trade, 74 ; Moi.thly Averages 
of, 1845-19^, Tabl^ 8, 75 ; Summa'-y of 
fluctuations in, together with those in other 
returns, l84i)-i9^/ Table 36, 19^. 

Irish Note Circulation and Specie, AT'^nthly 
Averages, 1845-1900, Table lA, 121-123 ; 
Table 17, I24-I3i«r^^ a/w* Scotch and 
Irish Note Circulation. 

Scotch Note Circulation, periodic increase 
in, May and Noveml^er, 107- 109 ; peri- 
odic increase, in^Uf*nce on business, 107- 
108 ; Dr. Charles Gairdner on causes 
periodic fluctuq^fions in, 109 ; and Specie, 
Monthly averiifees of, 1845-1900, Table 
15, ii 6-I2(J'; Table I7,er24-I3i. 

Scotch" and Irish NoU Circulation, con- 
nected with Bank of England Reserve, 
8,^1, 1 12 ; pressyre on Bank of England, 
May and November, caused by demands of, 

1 10; fluctuations in, noticed in 1856, iii ; 
The ^Scotch and Irish Note Circu- 
lation, 1 12-13 1 ; Bank Acts, 1845, 
112; fluctuations in specie held against, 
113; Dr, Charles Gairdner on influence 
exercised by Bank Acts, 1844-45, on, 1 13- 
115 ; Bank of England Reserve, the only 
source whence specie can be drawn for, 
115; specie held, not special security for 
notes, but asset against general liabilities, 
115; fixed issues, I15 ; and specie held, 
diterence between highest and lowest 
months and mean of extreme variations, 

1 16 ; clauses in the Bank Acts regulating 
holding of specie against excess issue, 
116-117 ; and specie held, Bank of Eng- 
land Rate of Discount, arranged from 
smallest to largest figures, Monthly Aver- 
ages, with those of Bank of England Rate 
of Discount, 1845- I9C», Table 17, 124- 
131 ; months of maximum, 136 ; influ- 
ence of Autumnal Drain, 139 ; Summary 
‘of fluctuations in returns of, and in tho?e 
of specie held, together with those of 
other returns, 1845-1900, Table 36, 192- 
193 ; demands made on bullion held by 
Bank through movements in, influence 
Bank of England Rate of Discount, 219. 

“Other” deposits — see Engla.id, Bank of, 
deposits. »’ 

V' Other” securities— EnglSnd, Bank of, 
^securities. « 

Orerstone, Ikjrd, 0/1 Rate— 

^ Inland, ^Jlank of, Rate of Di^^ofti^. , 
r^ahics: 1847, proportion of Reserve?, cundpn 
Banjeers’ Balances and Liabilities durin^j 
*.fegitlintet^f gold bullion m 

Bank and 'Reserve of noixs dtufiug, 89 ; ' 
Bank of England Rate of D&ount com- 
et pared with that of Bajj*: of France, durinu, 


152; permission to suspend Bank Act, 
1844, fixing limit of note issue granted, 
164. « ^ , 

Panics: 1857, Bankers’ BalanCles during, 24^ 
36 ; influence on Bankers’ Balances, ; 
amount of Bankers’ Balances and of 

, Reserve in; 36; proTOitici of Reserve, 
London Bankers* Balances and Lia- 
bilities during, 89 : Rate of Discounj:, 
gold bullion in Bank, Reserve of notes- 
during, 89 ; Treasury Letter issued durhpg, 
89 note ; Bank of England Rate of Dis- 
count compared with Bank of France 
during, 152; Bank Act, 1844, fixing 
limit of note issue suspended, 164. 

1866. Bankers’ Balances during, 24, 36 ; 
diminution of Reserve during, in- 
fluence of, on Bankers’ B:^nces, 25 ; 
amount of Bankers’ Balance%'and of Re- 
serve in, 36 ; fluctuations In temporary 
advances during, 68 ; proportion of Re- 
serve, London Bankept’ Balances and 
Liabilities during, 89 ; ‘ Rate of tD^'^count, 
gold bullion in Bank and Reserve of notes 
during, 89; Bank of England Rate of 
Discount compared with Bank of France, 
1 52 ; permission to suspend Bank Act, 
1844, fixing limit of note issue granted, 
164. 

1875, Bankers’ Balances during, 25, 36; 
influence of, on Bankers’ Balances, 25 ; 
other Deposits, other Securities, and Re- 
serve during, 25. 

1890, other deposits, other securities, and 
Reserve during, 26 ; Rate of Discount, 
gold bullion in Bank and Reserve of notes 
during, 90; Bank of England Rate of 
Discount compared with that of Banfc of 
France during, 152. See also Baring 
Crisis. 

Parliamentary Reports, Details of Bank of 
England weekly returns, 2-7 ; Table 2, 
4-5 ; infoimation as 19 .the Bank of Eng- 
land adhering to. fixeu minimum Rate of 
Discount, Reports 1847-8, 1848, 48-50; 
information a;* to Bank of England rate, 
Reports, 1857, 1858, 50-51 ; remarks on 
constitution of governing body of the JJanW 

58-59- 

Private and Joint Stock Banks— Banks, 
Private and Joint Stock. 

Railway Debentures held by Bank of Eng- 
land — see England, Bank of, Securitidls. 

Rate, Marl^bt — see Market Rate. 

Rate of DfEcount, Bank of England— 
England, Bairk of, Rate of Discount 
Rate' of Discount, Belgium, France, Ger- 
many, and Holland— Belgium, France, 
G(&rmanv7 and Holland, Banks of. 

Re-disci^ontiLg, practice of foreign Banks, 


.52* ( 

Reichsbank— Germafi}, Imperial Bank of. 
Reserve of thd^Buik of England— 
England, Bank of. Reserve 
Scotch Note Circolatioi— Note Citcula; 
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Slierbrooke, Lord, Bill proposed by, to allow Aijltumnal Drain of-~J^tf*Autumnal 

excess note issue, text of, 1873, 93”94; I Drain. - 

1.:^^ ti— 1 . 1F« 1 


wi., :rT » 

plan fortmodification Bank Act, 1844- 

. 172. 

SBirer bullion held by 3 ank, 78 ; discussed i 
•in connection with Indian excha^es, 79 r Spj 
held by Bank, l 844 - 53 > i86o-di, Table 
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